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MEMORANDUM 


TO: Members. Committee on Transportatiomand Infrastructure 

FROM: Staff, Committee on Transportation and Infrastructure 

SUBJECT: Oversight Hearing on “A Review of Amtrak Operations, Part III: Examining 41 Years of 
Taxpayer Subsidies” 


PURPOSE 


The Committee on Transportation and Infrastructure will meet on Thursday, September 20 131 , 
2012, at 9:30 a.m. to receive testimony reviewing Amtrak’s 41 years of taxpayer subsidies. Specifically, 
the hearing will investigate the monetary losses associated with Amtrak’s operations; explore and 
compare Amtrak’s level of federal subsidy with the subsidies provided to other modes of passenger 
transportation; and examine management deficiencies identified by tire Amtrak Office of Inspector 
General in reviewing Amtrak’s food and beverage operations and significant overtime expenses. 

BACKGROUND 


The Rail Passenger Service Act of 1970 (P.L. 91-518) created the National Railroad Passenger 
Corporation (Amtrak) and charged it with the responsibility for providing intercity passenger rail 
transportation on a basic route system designated by the Department of Transportation. Before 
Amtrak’s creation, freight rail companies were required by federal law to operate passenger rail services. 
Amtrak was designed to serve long-distance passenger travel needs and is operated as a for-profit 
company, rather than a public authority. 1 


See 49 U.S.C. §§24301, 24302. 
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41 Years of Taxpayer Subsidy 

Funding for Amtrak’s capita] and operating expenses comes from operational revenues and 
appropriated funds. Amtrak’s operations have never resulted in a net profit with most of its routes^ 
losing money. The system as a whole only accounts for 0.1 percent of America's passenger travel 2 
Overthe past 41 yearn, Amtrak has received nearly $40 billion dollars taxpayer subsidies. The following 
chart illustrates Amtrak’s taxpayer funding since its creation: 
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s/s billion in capital funds appropriated for Amtrak in the American Recoven’ and Reinvestment Act of 2009. 
Source - Federal Railroad Administration 


The average per passenger subsidy for Amtrak in 201 1 was more than $49, as derived by 
dividing the total number of passengers by the total amount of federal appropriations. Over the past five 
years. Amtrak has averaged an annual taxpayer subsidy of more than $ 1 .432 billion, which equates to an 
average subsidy of nearly $51 dollars per passenger. 
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Total Number of 
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Per Ticket Subsidy j 

2007 
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1.294b 

$50.16 
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3.325b 

$46.17 ! 
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27.2m 

1 ,490b 

$54.78 
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Average 

28.1m 

3.432b 

$50.97 _ j 


2 Randal O'Toole, Gridlock: Why We're Stuck in Traffic and Whai to Do About It (Washington: Cato Institute, 2009), p. 91 . 
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Even without considering the almost $1 billion per year in capital grants to Amtrak, the 
corporation operates at an “above the rail” operational loss. Amtrak ’s 15 long-distance routes have the 
highest losses, with the largest per passenger subsidy being the Sunset Limited, which runs from Los 
Angeles to New Orleans. In 2011, the Sunset Limited carried only 99,000 passengers, while requiring a 
significant operational subsidy of more than $375 per passenger. Furthermore, the Southwest Chief 
running from Los Angeles to Chicago had a per passenger operational subsidy of more than $.177. The 
chart below illustrates the 10 worst-performing Amtrak routes and the average operational subsidy per 
passenger for each route. 




f Route Name 

Ridership 

Net Operating Loss 

Subsidy Per Passenger 

[ Sunset Ltd. 

99,714 

($37.4) 

($375.1) 

{ Southwest Chief 

354,912 

($63.0) 

($177,5) 

j California Zephyr 

355,324 

($58.9) 

($165.8) 

| Cardinal 

110,923 

($17.8) 

($160.5) 

Crescent 

304,086 

($42.4) 

($139.4) 

Coast Starlight 

426,584 . 

($50.6) 

($118.6) 

Hoosier State 

37,249 

($4.4) 

($118.1) 

Silver Star 

424,394 

($48.1) 

($113.3) 

Silver Meteor 

373,576 


($110.6) 

Empire Builder 

469,167 

($51.1) 

108.9) 


Intercity Bus Transportation 

From 2006-2010, intercity bus transportation has seen a dramatic increase in demand. 

According to a December 2010 DePaul University study, intercity bus operations expanded annually by 
an average of nearly 7 percent between 2006 and 2010, including a 6 percent increase in 2010. By 
comparison, between 2009 and 2010, aviation operations grew by 3 percent, and Amtrak’ s increase in 
daily operations was only .5%. In particular, curbside intercity bus operators like the Boltbus and 
Megabus have expanded the number of departures by 23.9% and now account for more than 440 daily 
bus operations in the United States. The study also found that intercity bus service had the fastest 
growth of any intercity transportation mode from 2008-2009. From 2007 to 201 0 Intercity Bus ridership 
grew at a rate nearly twice as fast as Amtrak. 3 

In order to improve the competitiveness of intercity bus transportation, operators have looked to 
increase the quality of their service over the past few years. In 2010, Greyhound introduced a premium 
service on select routes, offering passengers free WiFi internet, spacious cabins and guaranteed seating. 
In addition, the Red Bus operating between South and Central Florida as well as Atlanta offers seats that 
recline to near-horizontal positions as well as a GPS satellite monitoring system. 


3 Joseph P. Scbwieterman, Lauren Fischer, Sara Smith, and Christine Towles, “The Return of the Intercity Bus: The Decline 
and Recovery of Scheduled Service to American Cities, 1960-2007,” Chaddick Institute for Metropolitan Development, 
Chicago, 2007, p. 4; “Monthly Performance Report for September 2010,” p. A-2.2, and “Monthly Performance Report for 
September 2007,” Amtrak, Washington, p. A-2.2. 


Cross-Modal Comparison of Transportation Subsidies 

Historically, U.S. transportation financing needs have been funded through user fees rather than 
taxpayer subsidies. The Airport Development Aid Program and the Airport and Airway Trust Fund 
provide federal funding for development of the U.S. aviation system through aviation related user fees. 
Likewise, federal funding for the interstate highway system comes through the Highway Trust Fund 
(HTF). The HTF is funded with proceeds from gasoline and vehicle tax revenue. However, unlike 
federal funding for aviation and highways, Amtrak’s federal financial support has typically come 
through annual taxpayer appropriations from the Department of Treasury’s General Fund. 

A 2011 Nathan Associates Inc. study on Federal Subsidies for Passenger Transportation found 
that per passenger intercity bus transportation had the lowest per passenger subsidy among aviation, 
intercity bus, Amtrak and mass transit. The following illustrates the significant disparity in per trip 
federal subsidies across different transportation modes. 

• Aviation passengers received $4.28 per trip 

• Mass transit riders received $0,95 per trip 

• Amtrak riders received $46.33 per trip; and 

<* Intercity commercial bus passengers received $0.10 per trip 


Amtrak Food and Beverage Service Losses 

The sale of food and beverage items onboard Amtrak trains is performed by Amtrak employees, 
Amtrak provides various levels of food and beverage service ranging fi-om snack/beverage services in 
lounge cars to full meals in dedicated dining cars. Amtrak has never broken even on food and beverage 
operations, and instead has seen a steady net loss of an average of $83 million per year over the last 10 
years. Currently, Amtrak is spending $1.70 to provide food and beverage services for every $1 in food 
and beverage revenue. 

Requirement to “Break Even” and Authority to Contract Out Food and Beverage Services 

Under Amtrak’s general authorities listed in section 24305 of title 49, United States Code, 
“Amtrak may.. .pro vide food and beverage services on its trains only if revenues front the services each 
year at least equal the cost of providing the services.” (49 U.S.C. §24305(c)(4)) This provision was first 
added to the code as part of the Amtrak Improvement Act of 1 98 1 to eliminate the deficit in Amtrak’ s 
onboard food and beverage operations by September 30, 1982. Therefore, for nearly 30 years, Amtrak 
has been statutorily banned from providing food and beverage services unless its costs at least equal its 
revenues of providing tire services. 
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Amtrak 10-Year Food and Beverage Operations Financial Performance 

In millions of nominal dollars 




2002 

84.1 

164.5 

80.4 

83.8 

50.9% 

2003 

78.4 

158.8 

80.4 

83.3 

52.5% 

2004 

80.4 

164.2 

83.8 

89.2 

54.3% 

2005 

90.9 

181.4 

90.5 

98.3 

54.2% 

2006 

88.3 

180.7 

92.4 

96.3 

53.3% 

2007 

94.5 

177.6 

83.1 

92.1 

51.9% 

2008 

102.6 

184.0 

81.4 

97.0 

52.7% 

2009 

106.4 

181.3 

74.9 

100.0 

55.2% 

2010 

109.3 

191.7 

82.4 

108.0 

56.3% 

2011 

121.5 

206.0 

84.5 

117.0 

56.8% 


Source: 2002-2005 Government Accountability Office unaudited estimates, 2006-2011 Amtrak 


Amtrak’ s Control of Overtime Expenses 

Amtrak agreement-covered employees are eligible for overtime and are required to have field 
supervisors approve all incurred overtime hours. Over the past two years Amtrak has averaged more 
than $200 million annually in overtime costs despite being forced to report monthly on employees 
nearing or exceeding the $35,000 overtime cap. In CY 2011, 1,123 employees earned more than 
$35,000 in overtime. 

The Amtrak OIG has cited Amtrak for control deficiencies related to timekeeping and payroll 
processes that would limit the risk of fraud for overtime charges. A September 2012, report from the 
Inspector General (Report No. OIG-I-2012-018) found that one Amtrak employee claimed overtime pay 
tor hours he spent officiating high school sporting events, while another worker may have received more 
than $ 100,000 in bogus overtime. 

In 2008, the Amtrak OIG issued a memo (Project# 1 05-2007) on an investigation that analyzed 
the overtime wages of 1,252 agreement-employees that made more than $100,000 during calendar year 
2006. The investigation highlighted 1 67 employees that earned more than $ 1 00,000 in regular wages 
and more than $100,000 in overtime wages. The memo also stated that 97 of the 1,252 employees 
earned more in overtime wages than in regular wages. 
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A REVIEW OF AMTRAK OPERATIONS, 
PART III: EXAMINING 41 YEARS OF 
TAXPAYER SUBSIDIES 


THURSDAY, SEPTEMBER 20, 2012 

House of Representatives, 

Committee on Transportation and Infrastructure, 

Washington, DC. 

The committee met, pursuant to notice, at 9:35 a.m. in Room 
2167, Rayburn House Office Building, Hon. John Mica (Chairman 
of the committee) presiding. 

Mr. Mica. Good morning. I would like to call the Committee on 
Transportation and Infrastructure to order. And I welcome every- 
one this morning. This morning is the third in a series of hearings 
that we are conducting to examine the operations of Amtrak, our 
national passenger rail system. And the first hearing that we con- 
ducted, we focused on some of the cost of food service. And I think 
the last hearing we talked about some of the subsidies for intercity 
passenger rail service, and also commuter rail service involvement 
of Amtrak. And today we are going to look at some of the issues 
relating to the ticket and passenger fare subsidization. 

The order of business will be, first, opening statements. And I am 
going to proceed, as chair of the committee, with my opening state- 
ments. We will turn to Mr. Rahall. We are starting early this 
morning, and hopefully we will be joined by Members from both 
sides of the aisle who are — I know at least our side is in a con- 
ference this morning. But we do want to make certain, with a short 
week — and this is actually our last week before we return after the 
general elections — to get these hearings in, both the one we did last 
week, this one. 

I also announce today that we will be doing a series of additional 
hearings on Amtrak during the lame duck session. We have at 
least three planned at this point. And as we get the subjects and 
the background information in preparation for the official calling of 
the hearing, we will notify the Democrat side of the aisle, so they 
can also prepare. But we will continue these through this Congress. 

With that, I will recognize myself. Then we will go to Mr. Rahall, 
any other Members that are here. And then we have a panel of wit- 
nesses, we will recognize them, and proceed in that fashion. 

So, again, welcome this morning. And let me say that, once 
again, the purpose of this series of hearings is to review some of 
the financial performance of Amtrak, to look at ways in which we 
can limit some of the expenditures and the subsidies, and provide 
better customer service. As I said at the opening of the last two 
sessions, I consider myself one of the strongest advocates for pas- 

(l) 
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senger rail service in the United States. But we must do that as 
cost efficiently and effectively as possible, always with an eye on 
the bottom line for the taxpayers, particularly in light of the coun- 
try running trillion-dollar subsidies. 

And we do have to look at every operation within each com- 
mittee. Our committee is responsible for transportation, and, spe- 
cifically, Amtrak, one of those activities. And that activity has also 
had a cost subsidization, both in operation and capital expenses, in 
excess of $1 billion a year, almost consistently for many years now. 

So, that is the reason we are here. As I said, this is the third 
in a series, and we will continue this series. We did look at the first 
hearing, again, and we found that about $833 million that Amtrak 
has lost in providing food and beverage services, not an insignifi- 
cant amount over the last decade. Certainly also raised eyebrows 
that we found — we are going from 3 years ago, I think, approxi- 
mately a $79 million subsidy to $84.5 million last year, also a sig- 
nificant increase in cost in a time when the country is literally on 
the verge of financial bankruptcy. 

So, that was our first hearing. Then last week we looked at Am- 
trak’s inability to compete in the commuter rail market. And we 
found that commuter rail agencies saved $107 million over that, 
11.5 percent, by awarding operating contracts to private operators 
instead of Amtrak. 

And today we will focus again on the needs of the Federal sub- 
sidy and requirements which have totaled some $40 billion since 
we began subsidizing that operation 41 years ago, an average of 
about $1 billion a year. 

Let me start by pointing out that we have looked at a couple of — 
the route costs. And there was a report done in 2005, “Amtrak 
Management Systematic Problems Require Actions to Improve Effi- 
ciency, Effectiveness, and Accountability,” and that highlighted 
some of the subsidization for passenger rail service. And then in 
1998 there was another study that — and actually the last study 
that I found that actually examines some of the cost of subsidiza- 
tion of the various routes. So, without objection, we will at least 
refer to these in today’s hearing proceedings. 

What we want to do is look at some of the ticket subsidies that 
the taxpayers are incurring. And I have got a couple of slides up 
here, and we will point to them. 

First of all, we have got a taxpayer paying for one of the routes, 
the Southwest Chief. And this shows the Chicago to Los Angeles 
route. The ticket has a warning on taxpayers that every single tick- 
et, on average last year, in fiscal year 2011, was subsidized by the 
taxpayers at $49.25. So if we are up to — this last year was $28 mil- 
lion or $29 million you multiply that out, you get the subsidy. And 
that is calculated by taking both the operational underwriting by 
the taxpayer, and also capital expenses. 

[Slide.] 
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Mr. Mica. We have a 5-year average we have calculated of the 
average subsidy per ticket is about $51. It’s actually $50.97. That 
average, unfortunately, is staying fairly high, hovering around 
that. That is, again, for every single ticket on Amtrak. The average 
subsidy — Amtrak’s average subsidy over that period was $1.4 bil- 
lion per year, and that is a significant amount of money. 

[Slide.] 



Amtrak 5-Yr Subsidy Per Passenger 




2007 

2008 
2009* 

2010 

2011 

5- Year Average 


25.8m 

28.7m 

27.2m 

28.7m 

30.2m 

28.1m 





1.325b 




1.490b 

1.565b 


1.486b 

1.432b 



($46.1 7) 
($54.78) 
($54.53) 
($49,25 ■ 


* FY 2009 does not include the $1,3 billion Amtrak received in American Recovery) and Reinvestment Act funding 
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Mr. Mica. Over the last 5 years, Amtrak does not include in that 
figure $1.3 billion, which in 2009 was given to — provided Amtrak 
as stimulus dollars that went to Amtrak. If you add in that average 
and amortize it over a 3-year period, then the ticket subsidy rises 
to $67.84 per ticket, a extremely high subsidy when you look at 
cost of subsidies. 

[Slide.] 
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Mr. Mica. Now, we do know, and it has also been recited by 
members of the committee, that almost all forms of transportation 
are underwritten by a subsidy. However, the latest information 
that we have got here from a report that was done several years 
ago — 2008 data — this shows that the average subsidy per ticket in 
aviation was $4.28, mass transit $.95, intercity commercial bus at 
a $.10 per passenger ticket subsidy, and Amtrak, the average sub- 
sidy at that time was $46.33. Again, off the chart in the amount 
of subsidization by the taxpayers. Amtrak has, by far, the highest 
per- trip subsidy, about 11 times that of aviation and 463 times that 
of intercity bus services. 

[Slide.] 
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Mr. Mica. Furthermore, our aviation and highway subsidies are 
offset by user fees, while Amtrak subsidies come from the General 
Fund. As we know, with the General Fund right now, more than 
$.40 of every dollar that is spent out of the General Fund in the 
most recent past has been borrowed money. So we are actually 
using a large portion of deficit money to finance some of these sub- 
sidies for Amtrak. 

In fact, too, it is important to note for the record that Amtrak 
has no service in four States — Hawaii, Alaska, Wyoming, and 
South Dakota — so the taxpayers in those States are paying towards 
Amtrak subsidization of these money-losing activities, and getting 
no service. 

Last week Mr. Boardman argued at the hearing that capital sup- 
port does not amount to a subsidy. Unfortunately, I disagree, and 
I think anyone in business would disagree. Someone has to absorb 
the expense. Amtrak subsidies, whether it is for capital or oper- 
ation are not manna from heaven, they are actually dollars out of 
the Federal treasury, and all the taxpayers are paying for them. 
And if they are out of the general treasury, then we are right now 
borrowing about $.40 on a dollar. 

Even if you applied this theory, much of Amtrak’s operations do 
not make financial sense. For example, let’s put up here that — the 
10 worst money-losing routes on the system. 

[Slide.] 
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Mr. Mica. The worst offender, by far, is Sunset Limited. That is 
Los Angeles to New Orleans. Every ticket on that route is — was 
subsidized in 2011, $375. 

Do we have the — on the Sunset Limited, do I have the informa- 
tion on the — just want to — again, I want to use this as an example. 

We just checked — and you all can Google it, if anyone can Google 
it, go to Travelocity, KAYAK, or whatever your favorite site is, and 
you can get a ticket on a flight from New Orleans to LAX — we 
checked last night — for $170. That is a 4-hour flight. You can also 
hire a driver and a sedan to pick you up at the New Orleans air- 
port for $58, and hire another Town Car, a sedan, to take you 
home, or to a downtown location for $95. The total cost — that is 
with chauffeur-driven car or sedan — plus an airfare, the airfare on 
site, was $323. The total travel time is 7 hours. It takes, what, 2 
full days to get from New Orleans to Los Angeles, and the Federal 
subsidy for this train ride is $375. To me, that is absolutely out- 
rageous underwriting by the taxpayers. And again, if we put people 
in limos door to door, flew them out there, we would save about 
$50 per ticket, with the current subsidy. So that is just one exam- 
ple of some of the loss. 

Let’s also compare some of the — Amtrak’s biggest money losers 
to private-operated intercity bus service. Let’s — and we took, for ex- 
ample, from Chicago to Indianapolis. There is a head-to-head com- 
petition between Amtrak, the Hoosier — the Amtrak’s Hoosier State 
costs $23. It takes 5 hours, has one departure per day. That doesn’t 
include, of course, the $40-some ticket subsidy. Megabus, on the 
other hand, takes — costs $22, takes 3 hours and 15 minutes, and 
has seven departures a day. So the Government is not only sub- 
sidizing a, again, a money-losing route. Passengers are inconven- 
ienced by almost 2 hours, and they have one choice in Amtrak a 
day and a total of seven departures a day by their competition, 
Megabus. Amtrak is a Government-subsidized, taxpayer-subsidized 
operation. Megabus, on the other hand, is a private sector oper- 
ation that actually makes a profit and pays taxes. 

[Slide.] 
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Mr. Mica. Furthermore, again, the ticket does not account for the 
$118 Federal subsidy for this service. So the real price of the ticket 
is $141.10, $23 paid by the passenger and $118 paid by, again, the 
taxpayers by the — in this case, general treasury. And 40 percent of 
that is right now being borrowed in deficit. 

The bottom line is in many instances Amtrak costs more, takes 
longer, and has fewer options. 

So, those are some of the points that we wanted to make in up- 
dating the information from 1998 and from 2005. And my goal 
here, of course, is, first of all, to eliminate any of the wasteful 
spending we can. I read recently an article that I thought told it 
all. And this is Progressive Railroading. It said, “At Long Last, a 
Longer View.” Heavily quoted by Mr. Boardman, the chairman. 
Also heavily quoted by Joe McHugh and the vice president of oper- 
ations, DJ Stadtler. And they all said — and let me quote them — 
they said, “Whether taking small steps to minimize waste or larger 
steps to reduce Amtrak’s required subsidies, all employees will 
need to get past the business-as-usual mindset, and general new 
ideas.” 

So, that is what this hearing is about. This, again, is a very 
strong advocate of passenger rail service and public transit. We 
have got to find the best ways we can do this, eliminating waste, 
inefficiency, routes that don’t make sense, looking at cost-effective 
alternatives. And I think if we do that, we can first dramatically 
expand passenger service. I think we can actually increase the em- 
ployment in Amtrak and those involved in this important industry, 
because instead of contracting — I see we have got many people who 
are workers with Amtrak. 

The history of Amtrak to date is when I came to Congress there 
were 29,000 employees. Today — Mr. Boardman can correct me — I 
think it is somewhere around 19,000, and also diminishing. If that 
is the future that you want to look forward to, I think it is a very 
dim future. I think we have a potential, instead, to dramatically in- 
crease routes, operations, and join public-private partnerships, se- 
cure investments to broaden routes and enhance infrastructure, 
and also provide customer service in ways that we haven’t even 
begun to approach. 

So, I agree with the statement of the Amtrak executives that we 
cannot conduct business as usual, and that we have got to change 
our mindset, and that we have got to generate new ideas. And I 
look forward to working in a positive manner to accomplish just 
that. 

In a minute we will hear from our witnesses. And now I would 
like to turn to our distinguished ranking member from the great 
State of West Virginia, Mr. Rahall. Recognize him. 

Mr. Rahall. Thank you, Mr. Chairman. And I appreciate your 
recognizing the many Amtrak workers that are in attendance this 
morning. They work all up and down the Northeast Corridor. We 
want to thank them for their labors and for their interest in this 
issue, and certainly for what they do for our traveling public. 

You know, we are here yet again talking about Amtrak this 
morning. The railroad subcommittee has not had a single hearing 
since July 2011. Yet this is the third full committee hearing on 
Amtrak in 7 weeks. And I understand you have more to come. 
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While our committee is convened this morning we could be focused 
on other legislative issues, and Mr. Boardman could be running a 
railroad. Gee, what a novel idea. Instead of traipsing up here every 
week for what amounts to the same exact hearing: Amtrak-bash- 
ing. 

I am wondering if in the next rail title, Mr. Chairman, if the Re- 
publicans are willing to establish a new line just to shuttle Mr. 
Boardman back and forth between his Amtrak offices and the com- 
mittee room. 

Today’s hearing is titled, “Examining 41 Years of Taxpayer Sub- 
sidies,” as if there is something wrong with subsidizing transpor- 
tation. This committee supports big investments in transportation 
and infrastructure on a bipartisan basis. From highways to transit 
and aviation to rail. Amtrak should be no different. Investment 
means jobs. And it means jobs. And it means jobs. And improved 
transportation infrastructure. 

But we know why we are really here. The Republicans want to 
outsource Amtrak’s routes to the lowest bidder, a policy that they 
enshrined into their own party’s platform last month, and borrowed 
from Mr. Mica’s legislation earlier this Congress. The Republicans 
then want to give those winning bidders Amtrak’s operating sub- 
sidy. That makes no sense. 

I have said this before today, and I will say it again. Lowest bid- 
der is code for low wages and little to no benefits. And here is a 
perfect example. In 2008, Congress passed the bipartisan Pas- 
senger Rail Investment and Improvement Act, PRIIA, which re- 
quired Amtrak to develop performance improvement plans for the 
five worst-performing long-distance routes. 

One of those five, identified by Amtrak — now I am not quoting 
from a 1998 study, Mr. Chairman — but one of those five is the Car- 
dinal, which serves 53,515 passengers in my home State of West 
Virginia, more than half the passengers on the entire route. Mr. 
Mica has proposed outsourcing this route to the lowest bidder in 
his draft competition for Intercity Passenger Rail in America Act 
of 2011. Without the input of the host freight railroad, which is 
CSX Transportation. The Cardinal supports good-paying-wage jobs 
in West Virginia, and it invests over $3 million annually in wages 
back into our economy, not to mention the orders that Amtrak has 
made in the State, which exceed $2 million annually. 

And I want to take this time to congratulate Mr. Boardman and 
Amtrak on its performance improvement plan for the Cardinal. It 
increases service on the route from 3 days a week to daily service, 
which eliminates some inefficiencies on that particular route. More 
service means more jobs for West Virginia and for our Nation at 
a time when jobs should be our main focus. 

These types of proposals to improve service on our Amtrak lines 
support job creation in our communities, and they promote eco- 
nomic development, and this is what our committee should be ex- 
amining, not looking at ways to dismantle our passenger rail serv- 
ice, or play the role of chief in the dining car. 

And I might add the Cardinal is going to continue to improve as 
we have coming to southern West Virginia along the route’s service 
by the Cardinal the Boy Scouts of America’s National Jamboree 
next year and their Worldwide Jamboree in 5 years. Truly a game- 
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changer for our economy in southern West Virginia. And it would 
not be possible if it were not for the service provided by Amtrak 
and other modes of transportation. 

But where are we instead? We are here again today confronting 
the Republicans’ tortured logic when it comes to jobs and invest- 
ment in our transportation network. The Republicans claim they 
want to create jobs. And I heard the chairman say that was his 
hope at the end of his comments just now. But then they also claim 
they want to reduce Amtrak’s operating subsidy. In order to do 
that, you have to increase revenue. Except the Republicans want 
to eliminate routes and service, which are the only means that Am- 
trak has to generate revenue. 

So, when you have to reduce operating — then you have to reduce 
operating expenses. And a quick look at Amtrak’s operating ex- 
penses shows us that its two biggest expenses are fuel and labor. 

Now, unless the Republicans are willing to go after big oil, which 
I kind of doubt it, then labor is the target. Now, they will tell you 
that they are for creating jobs. We all are for creating jobs. But 
what they are not telling you is that they are for creating low-pay- 
ing-wage jobs, not maintaining good-paying union jobs. 

And contrary to what you will hear today, Amtrak has actually 
requested and received less Federal operating assistance since en- 
actment of PRIIA. The railroad, to its credit, chose to absorb in- 
creased operating costs and focused on growing its capital program. 
So it decreased its operating grant request and increased its capital 
grant request for fiscal year 2012 and 2013. 

Unfortunately, the railroad ended up with across-the-board cuts 
to both its operating and capital programs. These cuts have, of 
course, yielded predictable results: decreased Federal funding has 
allowed for little more than maintaining the current status of the 
infrastructure in rolling stock. There are no available funds for ad- 
dressing deferred maintenance, investing in improvements that 
would grow the business, or replace aged rolling stock. 

In the rail title of H.R. 7, committee Republicans took this per- 
plexing logic one step further and proposed permanently reducing 
Amtrak’s operating grants. We offered, on our side, a sensible 
amendment to increase funding for capital, which would have 
helped Amtrak upgrade tracks, bridges, and other infrastructure, 
pursue efforts to expand Acela Express capacity, advance initial 
planning work for the Gateway program to provide additional ca- 
pacity into Manhattan for intercity, commuter, and high-speed rail 
services, and continue the development of a Next Generation res- 
ervation system. That sound investment would have supported and 
created thousands of jobs and led to better service. Republicans re- 
jected our proposal. 

What we ought to be holding a hearing on today is how to mess 
up a railroad. We have a hearing, we put the squeeze on Amtrak 
even more, force them to beg for adequate Federal funding on an 
annual basis, and then turn around and criticize them for the way 
they run a railroad in the same breath. Give me a break. Give me 
a break. 

Other nations, which are investing billions in passenger rail sys- 
tem must be — have to be — laughing at us. Had we invested like we 
did 41 years ago, we would not have the problems Amtrak suffers 



17 


from today. There wouldn’t even be a need for a state of good re- 
pair program. There wouldn’t be a need for today’s hearings, and 
Mr. Boardman could be out running the railroad, like he should be 
doing. 

Thank you, Mr. Chairman. 

Mr. Mica. Thank you. Pleased to yield 5 minutes to the 
gentlelady from Ohio, Mrs. Schmidt. And I would ask her if I could 
have 30 seconds, just to lead. 

Let me just respond, because I think the record should be clear 
that my position has always been that we would guarantee the 
wages and benefit for all Amtrak employees, and that none would 
be cast aside in any negotiations. 

And furthermore, when Amtrak employees had to take on Am- 
trak and the Federal Government to secure their benefit and wages 
some years ago, I stepped up to the plate to support them when 
others did not. 

And furthermore, for the record, the subsidization of the Car- 
dinal route that was referred to here is $160 per ticket, and the 
loss is $17.8 million a year. 

And finally, that we can do a better job. Even Romania, Bulgaria, 
Russia, and other countries are now looking at privatization and 
actually have implemented it and increasing routes, customer serv- 
ice. So the United States is slipping further behind as we protect 
the status quo, which is not acceptable. 

Thank you, and I yield back. 

Mrs. Schmidt. Thank you. And, first off, I want to thank you, 
Chairman Mica, for bringing all of these hearings before us. As you 
well know, about a year ago I brought to the attention of this com- 
mittee the cost of food service and how we were losing millions of 
dollars each year, the fact that a hot dog that cost Amtrak to 
produce is $6.10 and yet we sell to a passenger for $4.50 shows 
that we have a problem. 

I do support mass transit, mass transit in all forms. I think it 
is vital to our economic and national security in our country. But 
I also realize that we are over $16 trillion in debt, and that debt 
climbs a couple hundred billion dollars each and every day. And so 
we have to be smarter about the way we are spending the taxpayer 
dollars. Because if we are not, we are going over a financial fiscal 
cliff that will not be good for any of us, including the public service 
employees that provide services such as mass transit. 

And so, I think it is imperative that all forms of mass transit 
take a good, hard look at the way they do business. And they have 
to say to themselves, “Can we do more with less? How can we econ- 
omize our delivery without compromising passenger comfort and 
availability?” When you look at lines such as the Chicago to Indian- 
apolis line, where you offer one route a day, and it costs more than 
if you were to take a bus, obviously passengers are going to take 
the bus. It is more convenient, it is less costly. 

So, perhaps we have to look at a different paradigm for our rail 
transportation service. This isn’t about us versus you. This is about 
asking all of us to collectively work together so that Amtrak can 
be a viable form of mass transit in the future. 

But I am going to be leaving here at the end of December. And 
I can tell all of you this. If you don’t get smart about this, the train 
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is going to stop, regardless of who owns the gavel, because there 
is just not going to be enough money at the Federal level to provide 
the services that the folks in this country deserve and need. 

I yield back. 

Mr. Mica. Thank you. Mr. DeFazio? 

Mr. DeFazio. Thank you. I have to, given the so-called staff re- 
port on the Republican side, respond to a couple of things. It is a 
little bit disingenuous at best. They come up with this phenomenal 
number of $51 per passenger on Amtrak. But they ignore the bulk 
of the passengers that are actually carried by Amtrak, which I find 
curious. They apparently used only the long-distance routes, and 
divided that by the appropriation to come up with $51. If you take 
all of the passengers carried by Amtrak, you actually come up with 
a number that is $5.62. That is one-tenth this inflammatory num- 
ber that has been put out there. 

And then there is the further allegation that this is the only form 
of transportation that the Federal Government subsidizes. Well, 
that is blatantly not true, and certainly the other side of the aisle 
knows that. Just in the last 4 years, we have appropriated $53.3 
billion into the Highway Trust Fund of General Fund money. Be- 
cause we haven’t changed the user fee, the gas tax, since 1993, and 
it is inadequate to meet the needs of a crumbling system. So, $53 
billion in 4 years, and the total number for Amtrak over 40 years 
is $41 billion. 

And then, aviation. We talked as though aviation gets no Gen- 
eral Fund money. Actually, over the last 4 years, aviation has got- 
ten $19.8 billion of General Fund money. So both surface transpor- 
tation and aviation have received what would be these horrible 
subsidies that we are talking about that are going to Amtrak. And 
the money going to Amtrak is a tiny fraction of the monies that 
have gone to these other modes. And those other modes are also 
supported by user fees, which are essentially taxes on the Amer- 
ican people. 

So, you know, let’s be a little bit fair here in our criticisms. And 
let’s have an honest debate about the future of rail transportation, 
passenger rail transportation, in America. Are we going to be- 
come — yes, I hear a lot about American exceptionalism, American 
exceptionalism. Well, I guess, you know, we are going to be really 
exceptional. I mean for years we have been exceptional. It is the 
only industrial democracy on earth that can’t figure out a way to 
provide health insurance to all of its citizens. 

We are becoming exceptional in that we may be the first indus- 
trialized democracy in the world to end up without a postal service, 
because that has been ignored on the other side of the aisle. And 
now we want to become yet exceptional again and be the only 
major developed nation that doesn’t have a national rail transpor- 
tation network for passengers. 

At a time when our population is aging, and air travel is becom- 
ing more and more and more miserable, I think the numbers we 
are seeing in terms of growth isn’t just going to be in commuters, 
isn’t just going to be in people avoiding the high cost of operating 
their automobile. It is going to be in people who are leisure trav- 
elers who are retired and have a little bit more time and don’t 
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want to go through the TSA experience and get clammed in a 
Spam can, you know, in very uncomfortable circumstances. 

So, I see, if we provide the proper equipment, if we provide the 
proper investment, a great future for a national passenger rail sys- 
tem. And, you know, we can agree or disagree over this. But let’s 
be fair about the numbers we use. Thank you, Mr. Chairman. 

Mr. Mica. Thank the gentleman. Mr. Barletta, gentleman from 
Pennsylvania. 

Mr. Barletta. Thank you, Mr. Chairman. I just want to say 
that, you know, I am a freshman. This is only my second year here. 
And prior to coming to Washington, I had started my own business, 
along with my wife. And it was one of the greatest experiences that 
I have had. And it taught me a lot. It taught me that you don’t 
only say your prayers in the morning and at night, you say them 
on the way to the post office, in hopes that there is a check there 
so that you can make payroll at the end of the week. And I also 
learned that every year I was responsible for the bottom line, and 
whether or not not only my job existed, but the jobs of everyone 
else existed. 

I then went on to be mayor of my home town, which was another 
great experience, for 11 years. I took over a city that was bankrupt. 
And I made it pretty clear where I was coming from. It was never 
about taking away people’s jobs. I would tell the employees there 
that the best way to save your job is for our organization to run 
more efficiently, that you needed to depend on management and 
the business model, so that this company can run efficiently. And 
that is how you save your own jobs. It is not by taxpayers throwing 
more money and continuing to use a business model that is clearly 
not working. 

I don’t think there is one person in this room or up here that, 
if this was their private business, would continue to operate at a 
loss. Just in food and beverage. If you owned the food and beverage 
sales on Amtrak, do you believe for 30 years you would lose money? 

Now, we can’t just have an open checkbook. We all understand 
that. We need to run more efficiently. And there is things that Am- 
trak does well. And we should improve on it. And there is things 
that you don’t do well, and it must be fixed. We can’t depend on 
the taxpayers to continue to throw money at it. 

Now, my district was hurt by a flood, a terrible flood. People lost 
everything. They lost all their possessions, and I watched senior 
citizens cry, I watched a young man cry on a porch. And for 1 year, 
for 1 year, I worked to try to find $15 million so that we could help 
the people back home. And you know, in the short time that I am 
here, if we just stop the loss in the food and beverage sales on the 
train, that was $16 million. 

So, I am not here to threaten or scare. I am here to say that I 
came to Washington on a message from the American people. They 
want their tax dollars spent wisely. So, you know, I am going to 
hang with you here, but I am going to say that I am probably not 
going to be so patient next year if this business model continues, 
because it is just — it is not working. The areas that work well, let’s 
improve, and you do. There are areas that I am sure Amtrak does 
better than anyone else. But there are also areas that we have to 
admit must be improved. Thank you. 
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Mr. Mica. Thank you. Let me recognize Edie Bernice Johnson, 
the gentlelady from Texas. 

Ms. Johnson of Texas. Thank you very much, Mr. Chairman. 
You know, I feel that this committee’s time and resources have 
been spent disproportionately on Amtrak hearings, and the intent 
has been less to effect positive policy changes than to act as a plat- 
form to expound partisan talking points. 

As a nationwide rail network, Amtrak serves more than 500 des- 
tinations with an average ridership of 75,000 per day. During fiscal 
year 2011, Amtrak transported more than 30 million passengers, 
the largest annual total in Amtrak’s history. Amtrak has reduced 
its Federal operating subsidies by 50 percent since fiscal year 2004, 
allowing the rail service to cover some 85 percent of its operating 
expenses on its own. And these numbers are something to be high- 
lighted during this hearing. 

My colleagues to the right are very critical of the Federal funds 
Amtrak receives. And I think this approach is short-sighted and 
wrong-headed. When we compare the investments that other coun- 
tries devote to their passenger rail systems, the United States is 
woefully behind. As a nation, we have prioritized investment in 
service transportation, transit, ports, and passenger rail. This 
should not be any different. 

In addition, every member of this committee knows that we must 
pursue a multimodal approach to accommodate increased popu- 
lation and address congested urban areas. According to the Federal 
Railroad Administration, by 2050 the United States will add some 
100 million residents — this country is simply a magnet for attract- 
ing people — placing an unparalleled strain on the U.S. transpor- 
tation networks. And rail offers the greatest opportunity for sus- 
tainable growth supporting these citizens. 

We are at a point now where we simply cannot build our way out 
of these problems. And passenger rail does not only provide accessi- 
bility to both rural and urban areas, it takes cars off the roads and 
reduces emissions. 

Mr. Chairman, we have a very few days left. As a matter of fact, 
2 days before we recess for over a month. And we should be using 
this time to pursue more pressing matters like the reauthorization 
of the Water Resources Development Act, which committee is meet- 
ing as we speak, as a rail title that should have been introduced 
in MAP-21. And I regret that we continue to work on a problem 
where we really don’t have much of a problem, in lieu of working 
on problems where we have massive problems. 

Thank you, Mr. Chairman. I yield back. 

Mr. Mica. I thank the gentlelady. The gentlelady from Cali- 
fornia, Mrs. Napolitano. 

Mrs. Napolitano. Thank you, Mr. Chairman. And I will make 
my remarks rather brief. 

Thank Ranking Member Brown. She has been on this issue for 
many years. And I have been very much a strong supporter with 
her of Amtrak. It is vital to California. We have three of the five 
top busiest corridors, the Pacific Surfliner, the Capital Corridor, 
and the San Joaquin Corridors. The Sunset Limited travels right 
through my district, and it is plagued by delays because of the 
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issue of the Colton Crossing, which is a rail crossing that UP has 
in that area. 

We need to be able to support Amtrak. If we do not have — espe- 
cially in California — assistance in mass transit, we already are 
plagued by many traffic delays, by accidents, by road rage, by pol- 
lution of the air of the exhaust of the vehicles, by all those. And 
while everybody tells — especially my bus operators — that they can 
handle this, they get stuck in traffic, just like everybody else. Am- 
trak does not. Neither does any other rail passenger. 

We need to be able to help. No public transit is unsubsidized. All 
of it is subsidized. And for me to say that our European counter- 
parts have a better system, they do. But guess who owns the land? 
The government does. Here we do not own any land. The Govern- 
ment does not have the ability to tell any of the rail lines or any 
of the Amtrak lines that this is something that we need to expand 
or put out to bid. 

It is important for both urban and rural. How do we get people 
who don’t have the bus lines to be able to carry people back and 
forth into the cities where they can go to work? Or to medical ap- 
pointments, or for school, for education? That is vital. And we need 
to continue to support it. 

Certainly we need to look at cost cutting, in terms of being able 
to have better systems, whether it is in the — as it was pointed 
out — in the beverage section, or in other areas. But that is mini- 
mal. People rely on rail. We need to continue doing that. And also, 
for safety purposes, ensure that those lines are safe, that the rails 
are safe, that the crossings are safe. 

So, many of those things that — I would like to continue to look 
at and see how we are able to support it. And while our bus lines 
are wonderful — I have supported those in my area, and especially 
getting UC&G buses — but they do run on highways that are sub- 
sidized and funded by the Federal Government. So there is money 
going into — to help them. The bus lines do not take care of the 
pavement. 

So, I would love to hear more about this. I will maybe introduce 
some questions for the record, Mr. Mica. And I thank you for this 
time, and look forward to working with my colleagues. 

Mr. Mica. Thank the gentlelady. The gentleman from Florida, 
Mr. Southerland, you are recognized. 

Mr. Southerland. Thank you, Mr. Chairman. And I would like 
to commend you on holding this hearing. And I would like to thank 
the representatives that are representing Amtrak here before us 
today. 

As a new Member of Congress and having a district where Sun- 
set rail runs through my district — or used to run through my dis- 
trict; it stops west of us now — I am often visited by counties and 
city officials throughout my district, asking that Amtrak be re- 
stored to my district. It is very difficult for me, in having those dis- 
cussions with them, when learning that the subsidy per passenger 
is $375 per ticket. $375 per ticket. 

I often ask those who do the fly-ins — and they come to my office, 
and they come to ask me about restoring that. And I always ask 
them, well, what time is their meeting with Amtrak officials. And 
many times they say, “Well, we don’t have a meeting at Amtrak.” 
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And I’m saying, “Well, let me get this straight. You are coming 
to me, asking me to restore or to support restoring, a part of the 
rail that subsidizes, per ticket, $375. You are asking me that. But 
yet you do not have a meeting with Amtrak, urging them that we 
got to find a better, more equitable way to run our operation.” That 
just seems like common sense to me. 

And when I learn that the money that is lost through just food 
and beverage, I am blown away by — because I came to Congress as 
a small business owner, having never served in an elected position 
in my life, not locally, not State, not Federal. I came from small 
business straight to Congress. And I am telling you that our family 
business, if we operated it this way, we would have been gone a 
long, long, long time ago. We would not have made it to the third 
generation. 

And so, I am glad you’re here. And, Mr. Chairman, I am thrilled 
that we are asking some very difficult questions. We all want rail. 
But I got to say this. We talk about the measure of the importance 
of our investment to rail, and we talk often times about what other 
countries spend. Well, let me say this. Many of those countries are 
not countries any of us want to go live. It is nice to visit, but you 
all know we want to come back right here to the United States. 

It is not what we invest as the only question we must look at. 
It is what we receive back as a result of that investment. Is it effec- 
tive? Does it create value for the taxpayer? I want you to be suc- 
cessful, because I think we need rail. That is a no-brainer. And I 
am looking at some of the things that you are doing in this study. 
You are asking the right questions, but at the same time we need 
to be courageous when we learn the answers that we may learn by 
asking those difficult questions. 

What is going to be done to immediately implement the reforms 
necessary for us to restore Sunset? This isn’t hard. And most 
Americans don’t struggle with this. If we are subsidizing tickets by 
$375, I mean, really. How do we get to a point to where the Amer- 
ican taxpayer is not taken to the cleaners here. 

I am thrilled that we are having these discussions. Not for stand- 
ing up and screaming and yelling. No, no, no, no. To get down to 
the core. Let’s peel this onion from eight different sides, find out 
what the issues are, solve those issues, so we can have a rail sys- 
tem that is the leader of the world. 

Mr. Chairman, thank you for having the courage to have this. 
And also, I want to thank those that are in attendance today. And 
I yield back. 

Mr. Mica. Thank the gentleman. Do other Members seek rec- 
ognition? Well, I’m going to go to Ms. Edwards. She was here first, 
and we will come back to you. The gentlelady from Maryland is 
recognized. 

Ms. Edwards. Thank you, Mr. Chairman. And I want to first ac- 
knowledge I know here with us today are so many of the good 
workers of Amtrak. I am not just sitting here in Congress, I am 
a passenger and a customer. And I am proud of the service that 
the Amtrak workforce provides us. 

It is disturbing that in the course, at least of this Congress, while 
we have a need to try to figure out how we make the kinds of in- 
vestments in our Nation’s infrastructure that are going to keep us 
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competitive, that will make sure that we strengthen corridors like 
the one that I live in, in the Northeast Corridor, which is so impor- 
tant to the economy along the entire northeast stretch, that instead 
we have spent so many hours in this committee figuring out ways 
not to fund our Nation’s infrastructure, whether we are talking 
about our roads and our bridges, our mass transit, our rail infra- 
structure. And that is unfortunate, because it means that time has 
been lost, that we are not creating jobs and that we are not en- 
gaged in the work that is important to this Nation to make sure 
that we stay competitive in the 21st century. And that is a real 
loss. It is a loss for the American public, it is a loss for American 
workers, it is a loss for people who want to work. 

We know that Amtrak has been engaged in a number of capital 
projects to modernize the system, and to repair existing infrastruc- 
ture along the Northeast Corridor. I am looking forward to hearing 
from the panel today about what the real effect would be of ending 
or decreasing Government support for Amtrak, and the impact that 
that will have on the funding of these projects and rail traffic along 
the Corridor, in addition to other areas like safety and consumer 
satisfaction. 

The United States spends .8 percent of our GDP on rail infra- 
structure, which — and I do think it is important for us to look at 
those international comparisons. It is far less than the percentage 
of the GDP that is spent in China and India. China spends about 
11.7 percent more as a percentage of their GDP, and India 3.9 per- 
cent. The effect of these — this kind of financial contribution and the 
lack of it in the United States has a tremendous ability — a tremen- 
dous effect on our ability to be economically competitive, not just 
today but for generations in the future. 

And as I look around the room at the former chairs of this com- 
mittee, and I think about past Congresses, generations long before 
I came here made a decision about the importance of a Federal 
commitment to investing in our infrastructure because we realize 
that it is that Federal commitment, that national responsibility, 
that links this Nation and provides for our competitiveness, invests 
in our workforce. And I think that this committee is shirking our 
responsibility when it comes to future generations by not investing 
in the infrastructure in the way that we need. 

I look forward to hearing, as well, from the panel. And I regret 
that I won’t be able to stay because of other commitments, but will 
certainly look to the record as to the projections that will — of the 
trends that will continue over the next — course of the next several 
years for Amtrak to be able to meet 100 percent of its operating 
requirements from revenues, excluding income that is derived from 
real estate. These are really important questions. 

But I have to tell you, as a taxpayer, as a passenger, as a cus- 
tomer, I am OK with putting a little bit extra in to make sure that 
we have an infrastructure that is competitive. I am OK with put- 
ting a little extra in so that we have a workforce that is paid a de- 
cent wage so that they continue to show up every day and are able 
to take care of their families. I am OK with investing in corridors 
around this country that are not as competitive as the Northeast 
Corridor is, even though I don’t live there. Those are collective re- 
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sponsibilities, and it is time for this Congress to honor those. 
Thank you. And I yield. 

Mr. Mica. Thank the gentlelady. Pleased to yield now to the 
chair of the rail subcommittee, distinguished Member from Penn- 
sylvania, Mr. Shuster. 

Mr. Shuster. Thank you, Mr. Chairman. And I think there are 
more people in here from the Ninth Congressional District than I 
have ever seen before. So I want to welcome all the railroad work- 
ers and retirees that — hopefully they are wearing that PA-9 proud- 
ly. So glad to have you here today. 

And once again, to explore and examine ways for us to improve 
Amtrak. I think I have made it pretty clear over the past 2 years 
or so that — what my views are on passenger rail in this country. 
And I believe that we need passenger rail in this country. But I 
also believe strongly that we’ve got to find ways to reform it. 

Now, my guess is that most of you guys out there — guys and gals 
that are from the Ninth District — are either working or retired rail- 
road workers. And my guess is probably most of you work in the 
freight rail industry. And from the looks of some of the gray hair 
out there, most of you were around in the 1980s, when we reformed 
freight rail in this country. We saved freight rail. And, in fact, 
freight rail in this country is the envy of the world. We — our Fed- 
eral Government does not have to put money into those freight rail 
operations. They do it themselves. They put massive investment 
back in there. 

And so, the lesson we can learn — I am not sitting here saying 
that we can turn passenger rail and make it as profitable as the 
freight rails are, but I certainly think we can do better. I believe 
that we can do better. We got to put some reforms in place, because 
we need a strong passenger rail in this country. And again, if we 
do those reforms, we do those tough things — and it is going to take 
labor, management, and Congress, all of us sitting down and fig- 
uring out a way to move forward so that we have a strong pas- 
senger rail system in this country. 

When you look at the reforms that have occurred in Europe, 
there are some lines over in Europe that have doubled and tripled. 
We see in Pennsylvania the Keystone Corridor. With investment 
and with reforms, we can have the same kind of success, I believe, 
that the Keystone Corridor from Harrisburg from Philadelphia — 
and what does that mean? That means more ridership. And if there 
is more ridership and there is more trains, that means more trains 
to be fixed. That means there is more passengers have to be taken 
care of. That means, I believe, more jobs. And over the last 15 to 
20 years, Amtrak has gone from 29,000 workers to 19,000 workers. 
And if we keep doing the same things, I think it is going to be- 
come — there are going to be less and less. 

So, the time for us to look at it is now. And it should be driven 
by the fact that the population of the United States of America is 
going to go from — we just — it took us 65 years to go from 200 mil- 
lion people to 300 million people, and we crossed that line in 2005, 
I believe. It is going to take us from 2005 — already 2012 — about 
another 25 years we are going to go from 300 million to 400 million 
people. And everybody is not moving to Florida and Arizona. When 
you look at the Northeast Corridor and the populated corridors 
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around the country, the population gets more dense, which — and 
we can’t — look at 1-95 through the Corridor; you can’t add more 
lanes there. You got to figure out ways to transport people. 

And the Northeast Corridor, as the chairman and I have worked 
on, is trying to take a new approach to how do we do that. Bring 
the private sector in. And so many times my colleagues on the 
other side of the aisle make the argument that, you know, “Look 
what Europe has done.” I mean look what Europe has done. Look 
what they are doing today. They are adding competition to pas- 
senger rail. In fact, by 2014, the entire passenger rail system in 
Europe and the European Union, there is going to be competition 
on the lines. And so, what they believe is going to happen is better 
customer service, prices will be competitive, and that is going to 
drive more people to use the rail lines. 

So, I think that reform is a good thing. And I hope, as we move 
forward, we can all sit down — it is not going to be easy, because 
when you have something that doesn’t work very well, and you 
have to correct it, sometimes you have to have the castor oil. The 
medicine sometimes is a little bit bitter. But in the end of the day, 
it makes the patient better. And I think that is where we are, and 
that is what we have to do. 

And, as I said, the passenger rail is something we need to grow 
in this country. But we need to grow with a new way of looking 
at it with these reforms. Some of these reforms, all of these reforms 
that we are talking about I think do that. I know Mr. Boardman 
has taken some steps at Amtrak and some positive things, but I 
don’t think it is enough. I think we have to go further, and I think 
we have to, again, make sure if we are going to use taxpayer dol- 
lars — which we probably always will have a portion of taxpayer 
dollars — we got to make sure we are good stewards of the tax- 
payers’ money, making sure we are doing the right thing. 

So, again, I want to welcome our witnesses here today, and also 
the folks from the Ninth Congressional District. And again, Mr. 
Chairman, thanks for having this hearing. 

Mr. Mica. I thank the gentleman. Others seek recognition? Mr. 
Cohen, you are recognized, the gentleman from Tennessee. 

Mr. Cohen. Thank you, Mr. Chairman. I appreciate the oppor- 
tunity to address Amtrak and the issues that we have before us. 
I am a big fan of Amtrak’s. I am a big fan of passenger rail service. 
Partly, I think it has to do with my age. One of my first memories 
was traveling on the City of New Orleans and the Panama Limited 
to Chicago. And it was a great memory, traveling with my parents 
to Chicago. And I have done it since then many times. 

I also travel frequently to New York from Washington, and vice 
versa, and get great service, and appreciate that service. 

And the other thing is, beside just the memories of the nice serv- 
ice that I had in the past, and the opportunities I have today in 
the Northeast Corridor, is the fact that Memphis is a transpor- 
tation center. And we have a hub airport which has been decreased 
in its opportunities to serve our community since the merger of 
Delta and Northwest. As a result of that, airfares are higher in 
Memphis than almost any other city in the country. Mid-cities’ 
hubs have been decreased and fares have gone up. And the public 
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is very concerned about the expense. Many drive to Little Rock to 
get on Southwest Airlines and/or Nashville to do the same. 

I believe in the future, as we have seen airlines consolidate, that 
we are going to see prices continue to go up and make it more and 
more difficult for the middle class that continues to be squeezed 
and eliminated in American society as a valued part of our country, 
that people will not be able to afford air traffic, and they are going 
to need rail traffic more and more in the future. And while it takes 
a lot more time, it is economically convenient and necessary to 
have competition to air. 

There are a lot of people in my community can’t afford air travel, 
and they take the train to New Orleans, or they take the train to 
Chicago. We would like to have train service out of Memphis to go 
to Nashville and to Little Rock. And in the long range plans, there 
is a study on traffic from Memphis to Little Rock to connect with 
Texas. I think the future in America is going to be more rail, not 
less rail. 

And rail keeps — particularly in the Northeast Corridor, where it 
is profitable — keeps energy costs in line because we are not having 
to have all those cars on the road that are buying their gasoline 
from Middle Eastern or Venezuelan — or wherever — sources, which 
is one of the great problems we have as a future of oil, the expense 
of oil, the expense of a defense industry that is set up to protect 
those oil routes. And the more we can do to get away from reliance 
on gasoline, the better off we are. 

So, when you look at Amtrak simply on its cost, you have to fac- 
tor in — or you should factor in — how much we are not having to 
put in to defense costs defending the Strait of Hormuz, because we 
don’t need gasoline to move those trains. And if we didn’t have 
those trains, and everybody was driving from New York to Wash- 
ington, or Memphis to New Orleans, or wherever, there would be 
more and more concerns about the Strait of Hormuz and other 
areas where we have troops to protect those routes to get that oil 
from the Middle East, and more and more lives lost over wars 
which have been fought over oil. 

So I like Amtrak. I think it has a great future in our country. 
We don’t do as much as the European countries and the Chinese 
do to keep it afloat and to put government monies into it. It is an 
efficient, clean energy that otherwise would have people in the 
roads. You couldn’t get from New York to Washington if the trains 
didn’t run. The highways would be that clogged. And it would hurt 
commerce, but it would also contribute more to pollution, more to 
global warming, and more to defense costs to protect those oil 
routes. Amtrak is the key to our future, and competition with the 
airline industry as well. 

So, I thank you. I don’t question the fact that there aren’t pos- 
sibly ways to save money. And I saw where Amtrak agreed with 
the food and beverage, to look into ways to make it more cost effi- 
cient. Sure, there can be more cost efficiencies. But it — when it is 
subsidized, it still does a public good, and that is why we do it, be- 
cause it is important that we have a good rail system in our coun- 
try and in the future we are going to depend on it more and more. 

So, I thank you for what you provide, the service you provide. I 
certainly look forward to continuing — I hope one day I can go from 
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Memphis to Nashville or Memphis to Little Rock. And I think that 
a lot of people in this country would really benefit taking a train 
trip across the country with their children. Talk about family val- 
ues. You get close when you learn about America on the rails, and 
you get to share that time with your children. 

I thank the chairman for the time. I thank Amtrak for the serv- 
ice. And I — in the proverbial congressional spirit of being out of 
time, yield back the balance of my time. 

Mr. Mica. Thank the gentleman from Tennessee. Others seek 
recognition? Mr. Altmire, you OK? OK. 

I think all the Members have been heard, and thank them for 
their input. We will now turn to our witnesses. And I will an- 
nounce once again that we will be doing at least three more hear- 
ings during the session after the election. It is called a lame duck 
session. I invite everyone to participate. We will probably end on 
a hearing regarding the Northeast Corridor. 

When I became chairman during the beginning of this Congress, 
the very first hearing I held was a field hearing in New York City, 
at Grand Central Station, about the Northeast Corridor. And that 
was — that will be almost 2 years past. Very last hearing we will 
be doing during this Congress will also be on rail. So I am very 
committed to dramatically reforming passenger rail service, in- 
creasing dramatically the opportunities for employment, making 
certain that the — those who work in the industry get even better 
wages and treatment, and more stable management. And finally, 
that we do expand passenger rail service with a national network 
in the United States of America, and that we actually have high- 
speed rail in the United States in my lifetime. And that may not 
be that much longer. 

So, with that, let me recognize our witnesses. Mr. Boardman, 
who is the president of Amtrak. Welcome back, and I thank you. 
You are actually the inspiration for these hearings, Mr. Boardman. 
You said that, in this Progressive Railroading article, “We want to 
run this company more as a business and less as a Government en- 
tity.” And that is part of my inspiration for these continuing series 
of hearings that we will continue to do. And they are all based on 
the contents of what you and your associates, Mr. McHugh and 
your vice president of operations and others who are quoted in this 
article. 

So then we have got also the distinguished inspector general of 
the Amtrak office, Ted Alves. And then we have the president and 
CEO of American Bus Association, Mr. Peter Pantuso. And we are 
pleased to welcome Mr. Randal O’Toole, a senior fellow from the 
Cato Institute. And then back, returning for another witness per- 
formance is Mr. Ross Capon, who is the president and chief execu- 
tive officer of the National Association of Railroad Passengers, and 
strong advocate for railroad passengers. 

Welcome to all of our witnesses today. If you have long state- 
ments that you would like to be made part of the record, you can 
do that. We would like you to try to summarize. Then we can have 
our discussion. 

Also, in fairness, since this is a Majority report being presented 
today, I will also ask unanimous consent that we leave the record 
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open for 30 days for the Minority, the Democrat side, to present 
their views on the report. 

[No response.] 

Mr. Mica. And without objection, so ordered. So everyone will 
have an opportunity for input, both the witnesses, the other Mem- 
bers that are here, and others who wish to comment, and the Dem- 
ocrat side of the aisle, to contribute to the report. 

So, with that, and without further ado — and you can tell there 
is a great deal of interest, Members have come and gone, but every- 
one has strong opinions on this — we are pleased to welcome the 
long-suffering, hard-working, ever-devoted-to-Amtrak president, 
Mr. Boardman. Welcome, sir. And you are recognized. 

TESTIMONY OF JOSEPH H. BOARDMAN, PRESIDENT AND 
CHIEF EXECUTIVE OFFICER, AMTRAK; TED ALVES, INSPEC- 
TOR GENERAL, AMTRAK OFFICE OF INSPECTOR GENERAL; 
PETER J. PANTUSO, PRESIDENT AND CHIEF EXECUTIVE OF- 
FICER, AMERICAN BUS ASSOCIATION; RANDAL O’TOOLE, 
SENIOR FELLOW, CATO INSTITUTE; ROSS B. CAPON, PRESI- 
DENT AND CHIEF EXECUTIVE OFFICER, NATIONAL ASSOCIA- 
TION OF RAILROAD PASSENGERS 

Mr. Boardman. Thank you, Mr. Chairman. And now I know I 
am to blame, as well. I thought it was Rocky, since it was, you 
know — this would be Rocky III, there is IV, there is V, there is VI 
here. But I understand. Thank you for having me here today. 

Last year, Amtrak actually — and I got my own prop today; I saw 
your ticket up on the wall, and I thought, gee, you know, I got a 
ticket, too, a ticket to ride — and last year Amtrak recovered 79 per- 
cent of its operating costs from fare box revenues. That is really 
better than any other passenger railroad in the United States. 
When you include the real estate and contract commuter revenues, 
Amtrak covers 85 percent of its operating costs. 

Federal taxpayers pay just 15 percent of every dollar that Am- 
trak spends on its operations. And our Federal operating grant in 
fiscal year 2012 was $466 million. That works out to $1.48 per 
American. Less than a small cup of coffee at the Starbucks over in 
Washington Union Station. And the longest line at Union Station 
these days isn’t for Starbucks, but rather to board our trains. 

Amtrak ridership has grown more than 44 percent since 2000. 
That is a major reason for our inflation-adjusted operating need, 
which is half of what it was in 2004. We set annual ridership 
records in 8 of the last 9 years, and monthly records in 11 of the 
last 12 months. And we will do both again in 2 weeks. We halved 
our debt over the last 10 years from nearly $4 billion to $1.6 bil- 
lion. On-time performance has improved on all of our business 
lines, increasing to over 88 percent on the Northeast Corridor dur- 
ing the first 11 months of fiscal year 2012, despite all the track 
work and bridge replacements that we are doing to bring the Cor- 
ridor to a state of good repair. 

We have achieved these accomplishments, even though passenger 
rail is only a tiny portion of the Federal budget. In the past 4 
years, the Federal Government has appropriated $53.3 billion from 
the General Fund of the treasury to bail out the Highway Trust 
Fund. That is 30 percent more than the total Federal expenditure 
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on Amtrak since 1971. Revenue generated from highway users ac- 
counted for only 45 or 46 percent of total funding available for 
highways in 2010. The rest came from taxpayers. 

Amtrak has significantly improved financial performance, while 
meeting the statutory obligation to operate a national rail pas- 
senger transportation system. None of our 15 long-distance train 
routes covers its operating costs. But long-distance trains are heav- 
ily utilized. Their ridership grew over 18 percent from fiscal year 
2007 to 2011, and they accounted for 43 percent of our passenger 
miles in fiscal year 2011. They provide the only intercity passenger 
rail service on half of our system. 

Most importantly, our long-distance trains are increasingly the 
only public transportation option for many who ride them. The 
Chinatown and other curbside buses are now prevalent between 
Washington and New York, providing service that is cheaper than 
our trains, but it is much slower and subject to traffic delays. Our 
ridership between Washington and New York has continued to 
grow since curbside buses entered the market, and even grew more 
as the buses entered Union Station. But you won’t see a curbside 
bus, or increasingly, any bus in the small and mid-sized commu- 
nities served by our long-distance trains. And we think that needs 
to change. And I talked a little bit to Peter about that before the 
hearing, where we can work better together in that area. 

While intercity bus service is increasing in a few major city mar- 
kets, it has declined precipitously elsewhere. Bus operators and air- 
lines are cutting service to smaller cities and rural communities be- 
cause services lose money. According to the BTS, the number of 
Americans who no longer have access to intercity bus or air service, 
and are served only by Amtrak, tripled in just 5 years. 

We also hear a lot about privatization of passenger rail services 
in other countries. In a number of countries, including the United 
States, many commuter and local rail services are operated for 
profit by multinational companies that receive government sub- 
sidies. Only two major countries, Japan and Great Britain, have 
privatized intercity passenger rail to any significant extent. 

Japan privatized its services after the government-funded con- 
struction of the country’s major high-speed rail lines. It also pro- 
vided a huge one-time infusion of funding to subsidize future losses 
from unprofitable services, and continues to fund construction of 
new high-speed rail lines. 

In Great Britain, privatization actually increased public funding 
needs. Government expenditure on passenger rail rose from less 
than $3 billion in 1993/1994, the year privatization began in Brit- 
ain, to over $7.4 billion in 2010/2011. The share of the railway sys- 
tem’s costs, operating and capital, paid by the British public rose 
from 40 percent to 50 percent. No country has succeeded in con- 
structing initial high-speed rail systems primarily or exclusively 
with private funding. Great Britain and Taiwan had to take over, 
at huge public expense, the private entities created to develop their 
initial high-speed rail lines. 

Finally, I want to emphasize that Amtrak is not satisfied with 
our recent accomplishments. Rather, we aim to do much better. We 
have begun implementing our strategic plan by expanding our 
Safe-2-Safer initiative, restructuring our operating departments by 
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business line to improve our bottom line and enhance customer 
focus. We are adopting strategic management techniques used by 
the Nation’s largest and most successful companies. We have or- 
dered 70 new electric locomotives for the Northeast Corridor and 
130 long-distance single-level cars to replace equipment that is 
more than 50 years old, some more than 60 years old. 

We have successfully rolled out our nationwide eTicketing pro- 
gram, replacing 19th-century railway processes with innovative 
mobile technology that won an award from CIO magazine. We now 
offer WiFi on most of our trains. Federal expenditure on Amtrak 
during the last 41 years pales next to what virtually every one of 
our European and Asian competitors has spent on passenger rail. 
But Amtrak has provided a high return on limited Federal invest- 
ment we have received. Our aim is to continue to do that in the 
years ahead. Thank you. 

Mr. Shuster, [presiding.] Thank you, Mr. Boardman. 

Mr. Alves, you may proceed. 

Mr. Alves. Good morning, Chairman Mica, Ranking Member Ra- 
hall, subcommittee Chairman Shuster, and members of the com- 
mittee. Thank you for the opportunity to discuss how improve- 
ments in the efficiency and effectiveness of Amtrak’s operations can 
lead to financial benefits and reduce Amtrak’s reliance on Federal 
subsidies. I will address three issues today: first, Amtrak’s initia- 
tives to improves its operations; second, opportunities we have 
identified where Amtrak can build on those initiatives; and third, 
work we are doing to identify additional improvement opportuni- 
ties. 

Today Amtrak is very focused on improving its operations. It has 
issued a strategic plan with specific goals, metrics, and strategies 
to guide improvement efforts. It is also taking action to hold people 
accountable for results, integrate operating departments within ge- 
ographic regions, realign along new business lines, and develop a 
system to focus resources on achieving strategic goals. We support 
these initiatives, but note that, to be successful, Amtrak will need 
to sustain them over the long term, and implement them effec- 
tively. 

Our recent work shows that successfully implementing these ini- 
tiatives has the potential to yield significant operational improve- 
ments. For example: 

— We recently reported that multiple employees defrauded 
Amtrak by being paid for hours not worked, and com- 
mitted other serious abuses. We also noted a pervasive 
lack of supervision by responsible union and management 
officials. Losses from this one case could be over $100,000. 
Amtrak acted quickly and aggressively to discipline the in- 
volved employees. 

— Significant opportunities also exist to improve manage- 
ment controls over food and beverage operations. We con- 
servatively estimated that $4 million to $7 million of on- 
board food and beverage sales could be at risk of theft be- 
cause of inadequate management controls. In responding 
to our recommendations, Amtrak has established a loss 
prevention unit and a chief customer service position, 
which will have accountability for improving the program. 
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— Lastly, over the years we have identified more than $83 
million in overpayments to host railroads. These errors 
went undetected because Amtrak did not have adequate 
management controls for its invoice review process. Over 
the last 2 years, Amtrak has established an invoice review 
process that should help to avoid future overpayments. 

An underlying cause of each of these deficiencies is a breakdown 
in management controls. A sound system of controls, including 
well-defined and applied policies and processes, is critical to effi- 
cient and effective business operations. 

In that regard, earlier this year we reported that Amtrak does 
not have an enterprisewide framework to manage risk. Central to 
such a framework is a strong management control system. We rec- 
ommended that Amtrak ultimately implement a risk management 
framework for the entire company, but focus initially on its stra- 
tegic goal to improve financial performance. The company is in the 
process of considering how it would implement such a system. 

Turning to our future work plans, key issues we plan to address 
include: 

— Reviewing how Amtrak manages its capital investment 
projects. Effective management of capital projects is crit- 
ical, given that Amtrak spent almost $1.7 billion on capital 
investments in 2011, 

— Completing a series of forensic audits in the acquisition 
and procurement area. This work is designed to identify 
opportunities to reduce losses to causes such as duplicate 
payments, and 

— Reviewing the adequacy of contract management for two 
multiyear procurements valued at over $800 million. 

In closing, we believe the keys to improving Amtrak’s operations 
and reducing reliance on Federal support are sustaining and fully 
implementing its ongoing strategic initiatives, and continuing to 
develop and implement new initiatives, including a risk manage- 
ment framework. 

Mr. Chairman, this concludes my statement, and I will be happy 
to respond to any questions that you or other Members may have. 

Mr. Mica, [presiding.] I thank the inspector general. And we will 
get back to you and Mr. Boardman and others. We will go through 
all the panelists first. 

Let me recognize Mr. Peter Pantuso, president and CEO of the 
American Bus Association. Welcome, and you are recognized. 

Mr. Pantuso. Thank you, Chairman Mica and members of the 
committee. Thank you very much for allowing us to testify this 
morning. 

All segments of the private bus industry provided nearly 700 mil- 
lion passenger trips in 2010. It is a number comparable to domestic 
airlines and many times more than those provided by Amtrak. And 
ABA’s 800 members provided approximately 60 percent of those 
trips. Our industry offers quality, efficient, safe, and cost-effective 
transportation. 

According to a paper presented in 2011 at the Transportation Re- 
search Board, curbside and intercity bus travel has more than dou- 
bled in the Northeast Corridor in the last couple of years. Growth 
across America has been remarkable. Greyhound’s annual pas- 
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senger volume is now over 20 million passengers, and Megabus, a 
relative newcomer to the industry, moves 8 million passengers a 
year. These two carriers alone provide nearly as many passengers 
as Amtrak does in their record year. 

In addition, the bus industry creates a huge economic benefit of 
$112 billion. That includes 1 million jobs throughout the transpor- 
tation, travel, and tourism industries. Private buses are also the 
most fuel-efficient and carbon-efficient mode of mass transpor- 
tation. These services are provided by an industry made up mostly 
of small business men and women that receive virtually no or little 
subsidy. 

The cost efficiency of bus travel is well documented. A round-trip 
ticket from DC to New York, for example, by bus, will cost some- 
where between $36 and $58, or if you are lucky, you can do it for 
as little as $2, when the current Amtrak schedule prices the same 
round-trip fare between $98 and $300. And there is really only a 
modest difference in time between the regular train service and 
bus service. 

The American public is hungry for more transportation options, 
as evidenced in a study released just last week by the Natural Re- 
sources Defense Council. The NRDC found that three out of four 
Americans are frustrated with their lack of transportation options. 
A major barrier to offering real transportation choice is a combina- 
tion of an uneven playing field and modal stovepipe funding. 

The private bus industry’s advantages in cost, efficiencies, and 
flexibility argue for complete inclusion of intercity bus transpor- 
tation and the intercity transportation system. If it is Congress’ de- 
cision that there should be some areas where transportation needs 
to be subsidized, we propose a different paradigm. A subsidy should 
be limited. Transportation service must move to a point of oper- 
ational efficiency, including all current and future costs. 

One example that works very well is Boston Express. They pro- 
vide bus service between Manchester, New Hampshire, and Boston 
South Station. Twenty-seven trips take place a day, round trips, 
and Boston Express has carried over 2 million passengers in only 
4 years, while achieving a 94-percent fare box recovery. New 
Hampshire had a choice of bus or rail. They chose intercity bus. 

Where population density does not warrant massive capital in- 
vestment required for rail operations, buses should be considered 
as the primary intercity option. States should be given funding 
flexibility to determine how best to serve the needs of their trav- 
eling public. This is not unlike what we have proposed in the es- 
sential air service: Give communities the option to provide the most 
cost-effective and most frequent service in a given corridor. Once 
the corridor has been fully developed, then consider other options, 
whether they are more costly or not. 

Transportation facilities should be multimodal. Now, it is not 
that Amtrak doesn’t serve a vital part of the Nation’s transpor- 
tation system, but there also should be room for other modes. 

As I mentioned earlier, intercity bus provided nearly 700 million 
passenger trips, serving more communities with more schedules, 
costing less money, using little or no subsidies, and, in some cases, 
more amenities than our national intercity rail or airlines. Imagine 
what this industry could do if the barriers to competition were re- 
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moved, or if States were given more flexibility in using their trans- 
portation dollars. 

In closing, Mr. Chairman, let me also suggest that, while it may 
appear that ABA and Amtrak are on different pages, we very much 
serve the same customer. We very much have the same goal of get- 
ting people out of cars. The automobile is the competition for the 
bus and the train. They are not in competition with one another. 
And, as Mr. Boardman pointed out earlier, we actually work quite 
well together in many corridors. And he also reminded me that he 
is one of our largest bus customers, spending more than $20 mil- 
lion a year in bus services. 

I thank you and the committee for your time, and I am certainly 
happy to answer questions. 

Mr. Mica. Thank you, and we will defer. Let’s hear from Mr. 
Randal O’Toole, senior fellow with the Cato Institute. 

Welcome, sir, and you are recognized. 

Mr. O’Toole. Thank you, Mr. Chairman and members of the 
committee, for inviting me to speak today. I have been in love with 
passenger trains ever since I was 5 years old and rode my first pas- 
senger train, which was the Great Northern Western Star, from 
Grand Forks, North Dakota, to Portland, Oregon. I have literally 
been obsessed with passenger trains ever since. But I don’t happen 
to think that other people should have to subsidize my particular 
preferences or hobbies. 

When Amtrak was created by Congress in 1970, I was young and 
naive enough to believe that a national rail transportation system 
could be operated efficiently, and could provide attractive service. 
Unfortunately, Amtrak has proven me wrong. At that time, in 
1970, rail fares averaged about two-thirds per passenger mile as 
much as air fares. And so rail was the lower cost option. Since 
then, Amtrak has made rail into the high-cost option in almost any 
corridor and almost any route. Today, Amtrak rail fares are more 
than twice as much as airfares per passenger mile. Amtrak has — 
rail fares have increased since then, in terms of inflation-adjusted 
money, whereas airline fares have declined. 

And so, Amtrak is not competitive in lots and lots of different 
routes. It is not hard to look up online routes such as Portland to 
Oakland, Oakland to New York, Chicago to Detroit, Chicago to 
Minneapolis, where air fares are lower than Amtrak fares. And, of 
course, the airlines operate more frequently and faster. Buses, too, 
are far more efficient than Amtrak. The fares are far lower than 
Amtrak. And there is numerous routes across the country where 
buses are more frequent and faster than Amtrak, as well as being 
less costly. 

It is not just the fares, though. We also have to count the sub- 
sidies. And people like to say that all forms of transportation are 
subsidized. But the subsidies are hardly equal. According to the 
Bureau of Transportation statistics, subsidies to the airlines, which 
are mostly at the Federal level, average about $.02 a passenger 
mile. Subsidies to highways, which are mostly at the local level, av- 
erage about $.01 a passenger mile. By comparison, subsidies to 
Amtrak average between $.25 and $.30 a passenger mile, and have 
done so consistently, in terms of inflation-adjusted dollars, since 
1975. 
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So, we have Amtrak fares averaging $.30 a passenger mile, com- 
pared to about $.13 for airlines, Amtrak subsidies averaging $.30 
a passenger mile, compared to about $.02 for airlines, $.02 or $.03 
for airlines. The total result is that Amtrak costs four times as 
much as airlines, eight times as much as buses, and roughly four 
times as much as driving. This means that Amtrak is completely 
uncompetitive, compared to other systems. 

Now, Amtrak will tell you that most of those subsidies go for cap- 
ital improvements, and shouldn’t be counted against a year-to-year 
operating revenues. But that is not true. In fact, much, if not most, 
of what Amtrak calls capital improvements is not a capital im- 
provement. It is maintenance. Replacing a 50-year-old train car, re- 
placing a worn out locomotive, replacing a dilapidated bridge or 
other infrastructure is maintenance. It is just as much mainte- 
nance as replacing the spark plugs on your car or replacing the fur- 
nace filters on your home. It is not a capital improvement. There 
are some capital improvements in Amtrak’s budget. But much, if 
not most, of what they call capital improvements is maintenance. 

Now, with the high cost of Amtrak, it is no surprise that Amtrak 
is essentially an insignificant player in the national travel market. 
While people say they want to keep Amtrak going, they hardly ever 
use it. Nationally, Americans, before the recession began, traveled 
almost 20,000 miles per year per capita. About 2,000 miles of that 
was by air, about 15,000 miles of that was by automobile. About 
19 miles was by Amtrak, one-tenth of 1 percent. The average 
American rode Amtrak 19 miles. 

Now, since then, Amtrak has increased its ridership, and per 
capita ridership has gone all the way from 19 miles to 21 miles. 
That is still less than it was in 1990, when it was 24 miles. But 
that 21 miles, or even 24 miles, just does not sound significant 
compared to the 1,850 miles the average American flies, or the 
14,000 miles that the average American travels by car today. 

Because Amtrak carries so few people, the savings in energy, the 
savings on air pollution, and the savings on other things that Am- 
trak provides are totally insignificant. And, in fact, they are dimin- 
ishing. Airlines and driving is becoming energy efficient far faster 
than Amtrak. By 2030, Amtrak will be the brown form of travel. 
It will be the form of travel that consumes the most energy per 
passenger mile, and emits the most pollution per passenger mile. 

Now, what should be done about Amtrak? Does Amtrak have the 
problems it has because it is — passenger trains are an obsolete 
form of travel? Or does it have these problems because Government 
is an inefficient manager of any mode of transportation? I think the 
answer is some of each. 

And I don’t think the answer to the problem is going to be to con- 
tract out or otherwise try to reform Amtrak. Contracting out can 
save money. The city of Denver — the State of Colorado requires 
that Denver’s regional transit district contracts out half of all of its 
bus service, and operates only half of it with in-house. The half 
that is contracted out to private operators, private operators pay 
comparable wages to the regional transit district. Some of them are 
even unionized. And yet they charge taxpayers only 55 percent as 
much per bus vehicle mile as the regional transit district spends 
on its own buses. So that saves money. And yet, contracting out 
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still leaves Amtrak’s major problem, which is that routes will be 
determined politically, and not based on demand or economics. 

I think the real solution, ultimately, is going to be privatization. 
And if we privatize we might lose a few trains. We are probably 
going to lose the Sunset Limited. It is just not an efficient train. 
But there are other places where private operators will come in 
and make a big change. When Canada ended service between Cal- 
gary and Vancouver, a private operator came in. It has been oper- 
ating profitably ever since. They now have four different routes, 
and they have begun operating service down to Seattle, Wash- 
ington. 

I think if we had private operations, we would start seeing pri- 
vate operators — cruise trains, if you want, in the West, business 
trains in major corridors in the east — continue to operate passenger 
trains without subsidies. And I think this should be done in the 
context of a broader effort to end Federal, State, and local subsidies 
to all forms of transportation. 

Thank you very much. 

Mr. Mica. Thank you. Very interesting testimony. 

And we will turn now to Mr. Capon, who is the president and 
chief executive officer of the National Association of Railroad Pas- 
sengers. 

Welcome, and you are recognized. 

Mr. Capon. Thank you very much, Mr. Chairman. We have 
strongly supported — and I would ask that my full statement 

Mr. Mica. Without objection, all — any statements, additional in- 
formation or data, will be made part of the record from all of our 
witnesses. Proceed. 

Mr. Capon. Thank you. We have strongly supported the Federal 
Government’s investment in Amtrak. We think the investment has 
been worthwhile and brought important benefits to the Nation, in- 
cluding both to passengers and others. We think it looks smarter 
today than it did 20 years ago, and will probably look smarter still 
20 years hence. 

Amtrak fares are not “completely uncompetitive.” The ridership 
keeps rising, which is one indication that the public wants it. Part 
of the reason the ridership is going up is gasoline prices are also 
going up. And part of the reason is that young people are more in- 
terested in being connected than they are in driving, compared 
with 10 years ago. And the senior population is growing, which in- 
creases the need for all forms of alternatives to driving. 

As has previously been suggested in the opposite context, Amtrak 
has not been giving away the store; the fares have been rising. But 
you can get a very misleading impression by looking at national 
statistics, systemwide statistics, on Amtrak because the fares are 
very competitive in most markets. The Acela fares, as you know, 
are very high because the market there is dominated by business 
travelers who are willing to pay a lot in congested markets. And 
so, the result is that Amtrak is really a series of systems. And giv- 
ing a single average fare for nationwide Amtrak is very misleading. 

I have a long list in my testimony of benefits that Amtrak pro- 
vides, both for the riders and for others, including bus companies, 
as Mr. Pantuso noted. Amtrak and the bus companies work very 
well on many fronts. Just on July 31st, the Oak Ridge National 
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Laboratory report, “Transportation Energy Data Book,” came out 
showing actual energy consumption by mode. This shows that in 
the most recent year they have covered, which is 2010, Amtrak im- 
proved relative to trucks, automobiles, and aviation. Amtrak is 41 
percent more energy efficient than personal trucks, 34 percent 
more efficient than automobiles, 17 percent more efficient than do- 
mestic commercial aviation. They don’t have the data for intercity 
buses, so they don’t include it. But I would emphasize that those 
numbers are not theoretical ideas about what could happen if the 
train was full; those numbers are based on actual energy consumed 
and actual passengers traveled. 

There has been a lot of criticism about the long-distance trains 
that is evidently based on the theory that most of the people are 
riding from one end of the route to the other. On page three of my 
written statement I show that, for example, on the Southwest Chief 
35 percent of trips are over 1,000 miles, 34 percent of trips are 501 
to 999 miles and only 8 percent of the passengers are riding all the 
way from Chicago to Los Angeles. I think there is a similar pattern 
on the Sunset Limited. It is not about New Orleans to Los Angeles. 
But I did look at the fare yesterday. And the coach fare on the Sun- 
set Limited is actually somewhat lower than Greyhound. 

I think that I will agree with Mr. O’Toole on one point, and that 
is that subsidy per — or the cost per passenger mile is a more accu- 
rate measure than cost per passenger. To a large extent, when we 
rank Amtrak routes by loss per passenger, we are simply really 
ranking them by the length of route. The Southwest Chief, which 
you had cited critically, actually in terms of a subsidy per pas- 
senger mile, is slightly lower than the average — it is one of the 
stronger routes. 

I need to talk about food service. Mr. Crosbie, in 2005, before this 
subcommittee testified — he was the Amtrak vice president of oper- 
ations — that the primary purpose of onboard food service is to en- 
hance ticket sales and ridership, not serve as a profit center. In 
1981, when Congress passed the break-even mandate, committee 
reports urged Amtrak to attribute up to 10 percent of ticket reve- 
nues to food service for purposes of determining compliance with 
that provision. And I believe Amtrak has calculated that they are 
breaking even, even if just 5 percent of ticket revenues are attrib- 
uted to food service. The point being that if there is no food service, 
a lot of the revenue — a lot of the ticket revenue — is going to dis- 
appear, because people won’t ride the train. 

We feel that a lot of the investment in Amtrak is investment and 
not a subsidy. I won’t repeat — I think Mr. DeFazio made the point 
about the number of riders that Amtrak handles when you take 
into account the infrastructure that Amtrak owns. 

We believe that the mode-specific trust fund itself constitutes a 
huge subsidy, because it directs investment into modes based on 
their current dominance, rather than on their usefulness in solving 
problems our children and grandchildren will face. In most other 
countries, fuel taxes are higher and go into the General Fund. In 
most other countries, the tracks are owned by the government, 
which is free to assign them to private operators. In this country, 
most of the tracks that Amtrak uses are owned by private railroads 
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that are not interested, in most cases, in having other companies — 
whose stability they are not sure of — use their tracks. 

I think Amtrak should be given credit for a couple of innovations 
that certainly improve the bottom line. One is the fact that when 
the Web was developed, they were very early — I think Amtrak was 
selling tickets on the Web before most airlines. And Amtrak has, 
in spite of the intense complexity of its system, because of the num- 
ber of intermediate stops that trains make, it now has eTicketing 
on a nationwide basis. I have actually had to use Amtrak in the 
past couple of months on a couple of trips, and eTickets are much 
more efficient for the passenger, because you no longer have to fig- 
ure out where can I get to the station to buy the ticket, or where 
is there a Quik-Trak machine. You just make the purchase online, 
and Amtrak immediately sends you an eTicket, which makes travel 
much easier. 

I think I will leave it at that. Thank you very much for your at- 
tention. And I know you will read every word of my written state- 
ment. 

Mr. Mica. Well, thank you. And thank you for appearing again 
before the committee, and all of our witnesses, for their contribu- 
tions today. 

And we will start questioning, and I will take the first round. 
Again, Mr. Boardman, I said I was inspired by some of your com- 
ments, particularly the one that said, “We want to run this com- 
pany more as a business and less as a Government entity,” and I 
know that has been your goal from the beginning of your tenure. 

And let me just say, too, I think you understand, Mr. Boardman, 
that I am fairly conservative, from a fiscal standpoint. I am a 
strong supporter, as you know, of passenger rail. I think we should 
be having four times as much service and twice as much employ- 
ment, and more routes, et cetera, but they have to make sense. 

You are aware that there is a — you know, there was a wave last 
time of how many Members that came that were pretty conserv- 
ative. And you know after this election — you all do know that there 
is another wave coming. And that wave is going to also be met here 
by a tsunami which is called the fiscal financial cliff of the United 
States of America, where $16 trillion — now, I can’t solve the prob- 
lems for the whole Government. I will have a very narrow scope 
of responsibility within the jurisdiction of this committee. 

So, my goal is to see how we can expand service for passenger 
rail, how we can do it with less subsidization. I think that is your 
goal, too, is it not? I think you cited that. Is that your goal, Mr. 
Boardman? 

Mr. Boardman. [Nodding.] 

Mr. Mica. Yes. OK. So that — I think we have a similar purpose 
and goal, as strong advocates in passenger rail. 

Mr. Capon, you spoke of the benefits as far as energy and effi- 
ciency. And certainly rail — I will be glad to give the statistics 
that — I have been trying to put a commuter rail line in since De- 
cember of 1992 in central Florida, and fighting sometimes Nean- 
derthal thinking that people don’t understand, even who are fiscal 
conservatives, that rail can be very, very cost effective, energy effi- 
cient, as far as emissions, for the atmosphere. And also, it has a 
difference between bus and other modes, because the buses are still 
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stuck in traffic. I mean, again, it is a great option. But we do have 
to look at efficiencies and how we can bring costs down. 

My point is, too, that if you think I am tough on Amtrak, there 
is another group coming in January. And you ain’t seen nothing yet 
as far as, again, the steps they are going to have to take to get the 
country’s finances in order. And every agency and activity financed 
by the Government is going to face similar scrutiny. 

So, my intent, from the first hearing, was to dramatically in- 
crease the timeframe that we have for putting in high-speed rail, 
put it in the Northeast Corridor, where we own that line, as — Mr. 
Boardman, isn’t that the only corridor that we own that is condu- 
cive to high-speed rail? Is that correct? 

Mr. Boardman. [Nodding.] 

Mr. Mica. Just answer 

Mr. Boardman. Oh. Yes. 

Mr. Mica. “Yes,” OK. And we should have 10 times the service, 
10 times the passengers, and the whole country benefits by that, 
folks. So, if you want to come out and try to keep the status quo 
and keep things going as they are, I think you are undoing yourself 
and what you propose to support. 

So, that is the purpose of the hearing. And Mr. Boardman is 
doing his best to bring in efficiencies. We bring in the inspector 
general. We task him at looking at where there is waste and ineffi- 
ciency in this agency. And we have inspector generals for almost 
every other activity. He has pointed out today that we have a lack 
of management. 

Mr. Alves, did you not say that the primary shortcoming with 
some of these losses is lack of management? 

Mr. Alves. The underlying problem 

Mr. Mica. Management controls. 

Mr. Alves. Management controls, yes, the underlying 

Mr. Mica. Right, OK. 

Mr. Alves. Go ahead. 

Mr. Mica. Yes. And Mr. Boardman — and actually, I recommend 
this Progressive Railroading article to folks, because others are 
quoted in here — and how he is trying to restructure the activities 
so there — it can be run more like a business and get responsive — 
positive response from each of the activities. 

Capital investments. Now, that concerns me, and I am going to 
ask the staff to do some further investigation. And if you would, 
work with our staff because — did you say $1.7 billion in capital in- 
vestments? 

Mr. Alves. Yes. And that includes money from all sources. 

Mr. Mica. Stimulus? 

Mr. Alves. Yes. 

Mr. Mica. And what is also cited. And you see that as — the over- 
sight and accountability for that as an issue? 

Mr. Alves. Yes. That is such a large amount of money, we want 
to make sure that there are 

Mr. Mica. That it is properly — and you cited there were dupli- 
cate payments? 

Mr. Alves. This is one of the things that we are going to look 
for in this forensic analysis. 
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Mr. Mica. OK. All right. Well — and I also direct our staff to work 
with you and look at the same thing. We have congressional staff 
and I have investigative staff. We corroborate and we try not to 
interfere or duplicate, but we also want to get the facts where there 
are losses, and get the information to Mr. Boardman, so he can 
make the management controls that should be instituted, if we 
have a $1.7 billion capital program and we have problems there. 

The other thing that concerned me is you had mentioned also 
continued losses in — I guess there is some cash practices, either for 
tickets or for food service. And we still have a cash system. This 
was brought up at another hearing. And, Mr. Boardman, how far 
are we now from going to a cashless system for food service or 
other areas where we have seen losses that we might be able to 
avoid? 

Mr. Boardman. Mr. Chairman, from 3 weeks ago we haven’t 
moved. 

Mr. Mica. OK. So that is still the same. 

Mr. Boardman. It would be — we do have the point of sale service 
that we are expanding. And I believe it will be probably done in 
the next fiscal year, where that helps us a lot. 

But there are other things that really have to happen. And I 
think that the IG has recommended, and I have agreed to, a pilot 
program where we could see what the issues would be to imple- 
ment that more widely. 

Mr. Mica. Well, again, I think, coming from a business stand- 
point, I am sure there are vendors out there, if a tender was put 
out, that could change the system out relatively quickly with a 
modern, state-of-the-art billing, without cash, and cut our losses. 
Just a suggestion. Just another area that — in which I think we can 
improve our operations and our losses. 

The Sunset Limited, Mr. Boardman, it is the — by all accounts — 
Mr. O’Toole, and I think everyone had confirmed that the under- 
writing and subsidy for the Sunset Limited is the highest. Anyone 
disagree with that? 

Mr. Boardman. Yes. 

Mr. Mica. You do? There is a route that is more subsidized? 

Mr. Boardman. Yes. 

Mr. Mica. What is it? 

Mr. Boardman. It is the Chief. 

Mr. Mica. The Chief is worse? The Chief, we get 177, Los Ange- 
les to Chicago. Money being at loss we have is 375. Again — but 
they both are losing money in a significant amount per 

Mr. Boardman. All the routes lose money, significant money, in 
the way that it is calculated. 

Mr. Mica. And I was quite interested, Mr. O’Toole. You said that 
in Canada they had changed out some of those routes and actually 
now — did you say they were profitable, some of the routes that 
were, say, less traveled but also had potential for rail crews or — 
I forget exactly how you phrased it. 

Mr. O’Toole. Well, it was a cruise train. I was actually on the 
very last run of a Canadian train from — a Government-subsidized 
Canadian train from Calgary to Vancouver. And that was in 1990. 
And immediately after the government ended that train, a com- 
pany sprang up called the Rocky Mountaineer, and they operate 
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cruise trains from Vancouver to Calgary going through Banff. And 
since then they have expanded. They go to Whistler, they go to Jas- 
per, and they now have trains coming from Seattle, as well as Van- 
couver. They operate on private tracks, Canadian Pacific and Bur- 
lington Northern Santa Fe tracks, and as well as Canadian Na- 
tional. And they apparently have good relations with the railroads 
and offer three classes of service. It is a little expensive, but it 
gives people great opportunities to go sightseeing and to enjoy 
trains at a very high-quality level. 

Mr. Mica. OK. Mr. Boardman, is — would there be any possibility 
of looking at some of these routes — and I know we have — in PRIIA 
and others — of possibly tendering them out to see, and maybe look- 
ing at a change in the route schedule, as long as we protected the 
employees’ benefits, salaries, things of that sort, if an operator 
would come in and look at performing them with a lower subsidy 
or, God forbid, you know, breaking even or turning a profit? Any 
thought to that, Mr. Boardman? 

Mr. Boardman. Yes, I have got a couple different thoughts, Mr. 
Chairman. One is — and I think Mr. O’Toole identified it — is the 
Rocky Mountaineer that he was talking about. Their new Seattle 
service will actually be operated by Amtrak. 

[Laughter.] 

Mr. Boardman. But the real network need that we are dealing 
with has to make sure that everything works together and connects 
together. And I know you know that. 

Mr. Mica. Yes. 

Mr. Boardman. But every one of our trains and the character of 
the trains is changing constantly. For example, the Empire Builder 
today, one of the fastest -growing areas is Williston, North Dakota, 
because of the energy boom that has occurred up there. And we 
have had to change the way we really operate that. We also have 
to improve the security on that. Part of what no other mode really 
has a responsibility for that Amtrak has is to maintain a police and 
security force. And that is 500 folks at Amtrak to do something like 
that. 

So, a lot of times, when you really look at what the cost is, and 
what the subsidies are, it really is an apples-oranges comparison, 
much more difficult to start pulling it apart, piece by piece. 

Mr. Mica. Well, you mentioned security. And on the airlines we 
have a $2.50 passenger charge for security. You can do three seg- 
ments, maximum of $5. Would you think the user should pay the 
security cost, which — would that help you with your bottom line? 

Mr. Boardman. Well, I think they do pay — part of what we real- 
ly looked at here on the operating — covering 79 percent of our oper- 
ating costs really is the passengers are paying a very large amount. 
And with that, with some of the folks that 

Mr. Mica. Well, again, my point was on the money-losing routes 
that stand out, that have fairly significant — I mean $37 million for 
Sunset Limited, Southwest Chief — I see where you are getting your 
figure. Actually, in net operating loss, Sunset Chief is the big en- 
chilada. It is $63 million of loss on that route. But there are many 
more passengers, 354,000 as opposed to 99,000. So I see what you 
are saying. 
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Mr. Boardman. That train operates 7 days a week, as opposed 
to 3. 

Mr. Mica. Yes, exactly. But 

Mr. Boardman. OK. 

Mr. Mica. But is there any thought to, again, looking at a dif- 
ferent model or operator? 

Mr. Boardman. Well, the Congress has regularly told us to 

Mr. Mica. Right. 

Mr. Boardman [continuing]. Look at these kinds of things. And 
they have been looked at. And we still have the obligation of run- 
ning the trains. 

Mr. Mica. But there is no — have there been active solicitations 
for 

Mr. Boardman. No solicitations, no. 

Mr. Mica. And you wouldn’t consider that, even 

Mr. Boardman. I mean we use 

Mr. Mica. Even with 

Mr. Boardman. We use private contractors 

Mr. Mica. Even with protections that I outlined? 

Mr. Boardman. We use private contractors for services, but not 
to operate the trains, no. 

Mr. Mica. There is a constant diatribe I hear from the other side, 
“Oh, Mica wants to lower wages and all of that.” And I have never 
said that. I have always said whatever we did, if we brought in a 
private contractor in the Northeast Corridor to enhance that serv- 
ice, that they would have to guarantee — actually, I think by most 
of the contracts they are guaranteed anyway. Even if we eliminate 
the route we have provisions for guarantees that have been written 
in. 

The — just see here. One of the things that I have been working 
on — and actually, I am very proud of this, coming at the end of this 
congressional session — is next Tuesday morning at 10:00 they are 
going to dedicate — or at least a formal opening — of Union Station. 
And what we have done there is I insisted that we have buses, we 
have intercity transportation, we have rail and Metro all connect 
together. They said it couldn’t be done, and we are actually doing 
it. And I would thank Assistant Secretary Porcari, who helped 
when everyone said it couldn’t be done. We are doing it. 

Because people will not use mass transit or transit in the United 
States if it does not connect. So whether it is in Miami, where we 
are doing a — where we have done a $1.7 billion intermodal center 
that connects rail, tri-rail, commuter rail, Metrorail, bus, all forms, 
rental cars, in a $1.7 billion state-of-the-art facility, or Union Sta- 
tion, we need to make certain that we connect. And whether it is 
a big city in New York, Washington, or Miami — and I have had the 
privilege of representing St. Augustine, Florida, the oldest commu- 
nity in the United States — we have actually, in our small, inter- 
modal center, we have — we brought the different modes all to- 
gether. Because you cannot have national passenger service with- 
out intermodal connections. Isn’t that correct? 

And did you say you have 700 million passengers that you carry? 

Mr. Pantuso. That is correct, Mr. Chairman. The bus industry 
moves about 700 million passengers annually. And I do want to 
thank 



42 


Mr. Mica. You guys make a profit? 

Mr. Pantuso. Absolutely, they make a profit. 

Mr. Mica. That is unheard of. We want to make sure — Steph, 
write that down. This witness has said — because I want to write 
it down for Ms. Brown. She always gives me a hard time that we 
can’t move people and make a profit, but we — and I think we have 
got a couple of public systems that actually turn a profit. 

But you were about to compliment me, and I don’t want to inter- 
rupt you. 

[Laughter.] 

Mr. Pantuso. Mr. Chairman, I do want to thank you and, as you 
pointed out, Secretary LaHood and Secretary Porcari, certainly 
Congresswoman Norton, for the efforts that you made in getting 
the bus into Union Station. It is a marvelous intermodal facility. 
But for decades you have had to drag your bags blocks to go down 
to the Greyhound or, when it existed, to the Trailways terminal. 
And we certainly thank you for making the change to Union Sta- 
tion happen. We think it is a benefit — it is not only a benefit to the 
motorcoach industry, it is a benefit to the train. It is also a benefit, 
most importantly, to the passengers, who 

Mr. Mica. Yes, you are the largest surface carrier in the United 
States of passengers. And to not have them connect in, or have this 
all work together — working on that in central Florida. I have got 
a meeting with the Secretary in a week or two about a connection 
into an intermodal center in our commuter rail with bus service. 
So — and I hope we make that a requirement in the future of all of 
our projects that have Federal funds. 

Mr. DeFazio, did you have questions? 

Mr. DeFazio. Yes. Thank you, Mr. Chairman. If we go back to 
the proposal in H.R. 7, which would mandate outsourcing the long- 
distance routes to the lowest bidder, but then would transfer the 
operating grants to the lowest bidder, I am puzzled as to how the 
taxpayers come out ahead on that one. So I — can anyone help me 
with that? 

Mr. Boardman. Mr. DeFazio, I don’t think they come out ahead. 

Mr. DeFazio. OK. 

Mr. Boardman. I think they actually come out behind, because 
it will be more expensive to actually coordinate these routes. 

Mr. DeFazio. Right. And then, isn’t there a provision in the con- 
tract — now, Mr. Mica said that he proposes that they would — any 
Amtrak employees who worked on that route would get full pay 
and benefits and go there. But where then does the lowest bidder — 
how do they operate more — less expensively, if they have to pay — 
if they are going to carry the same pay and benefits as Amtrak? 

Mr. Boardman. I don’t think they do. And the bigger problem, 
really, is going to be the freight railroads, and what they say about 
having anybody additionally operate on that line, or even if they 
can. 

Mr. DeFazio. Right, because you can’t just sign over your rights 
to operate on those routes. 

Mr. Boardman. That is correct. 

Mr. DeFazio. So that would — the new private operator would 
have to renegotiate with the big rail carriers who, as I know, are 
not really 
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Mr. Boardman. We even have 

Mr. DeFazio [continuing]. Enthusiastic about 

Mr. Boardman. We have to do that, as well. 

Mr. DeFazio. Yes. So, then I guess I am puzzled as to where the 
savings comes. And I guess I don’t see there are savings. 

Then, secondly, to Mr. O’Toole, the real solution is to end sub- 
sidies for all modes of travel, let people decide which they prefer, 
based on their own personal preferences and budgets. So, you are 
actually advocating that we not have a Federal Aviation Authority 
and we don’t control the airspace of the United States of America, 
and coordinate safety in traffic? Or are you just proposing that that 
would somehow be done by somebody, not by the Government, and 
the money would come from somewhere? 

Mr. O’Toole. There are numerous countries around the world 
that have privatized their 

Mr. DeFazio. Yes. I am very familiar with that — if I could inter- 
rupt — I have been on aviation 26 years, and it has been disastrous. 
They have had to go back in and subsidize the private companies 
that took over in Britain, in Canada, and everywhere else. There 
is no successful model of operating a system of any great size more 
efficiently and contracting it out. Hasn’t worked. 

So, we have the largest, most complex, safest system in the 
world, and you are saying we are going to contract it out, we are 
going to save money, and we will not contribute any Federal money 
to it, and the airlines and the passengers will pay for the whole 
thing? Is that the proposal? 

Mr. O’Toole. I don’t see anything wrong with expecting pas- 
sengers to pay for their trips. Most of the benefits of transpor- 
tation — 

Mr. DeFazio. There are no benefits to the greater economy of the 
United States of America to have a network of aviation in this 
country. There is nothing beyond the people that get on the planes 
or the freight — there is no benefit to it, so it should be paid for sole- 
ly by the freight airlines and by the private airlines who would 
then pass on all the cost to their customers. 

Mr. O’Toole. Most of the benefits of travel goes to people who 
are doing the traveling or the shipping. And so they should be the 
ones to pay the cost. Yes, there are some side benefits, but 

Mr. DeFazio. So the Federal Government would no longer con- 
trol the airspace of the United States. 

Mr. O’Toole. That is right. 

Mr. DeFazio. Boy, that is wild. That is totally wild. 

[Laughter.] 

Mr. DeFazio. OK. So, let me ask, then — you know, as I pointed 
out, there is a subsidy there. And then we have the subsidy — we 
have a national — you must be a devolutionist, probably, right? No, 
I am serious. 

There is a theory, a well-developed theory out there in the, you 
know, the Libertarian right-wing think tanks of devolution. It is 
being advocated by Grover Norquist and others. The Federal Gov- 
ernment should not be involved in coordinating our national trans- 
portation system on the surface. It should be devolved to the 
States. Grover hasn’t decided whether or not they could get the 
Federal money, or whether they just have to pay for it themselves. 
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I have been traveling around with a poster of the Kansas Turnpike 
1956, when it ended in a farmer’s field in Oklahoma, because they 
couldn’t deliver on their proposed section until we had a national 
program. 

So, we are going to — are we going to pass back the duties for de- 
veloping any sort of a national transportation system to the States 
and territories? 

Mr. O’Toole. Oklahoma completed its side of that highway just 
a little after Kansas did. I know that is a famous old story. 

The truth is that local and State highway departments have been 
very good at cooperating and making sure that their roads con- 
nected up ever since we started building roads 

Mr. DeFazio. Let’s use an example. The Port of Los Angles. The 
Port of Los Angeles should get no Federal assistance, and it should, 
even though the freight coming into the Port of Los Angeles doesn’t 
end up in Los Angeles, for the most part, but gets dispersed 
throughout the United States, they should carry all the burden of 
getting the freight out of Los Angeles for the rest of the country. 

Mr. O’Toole. Why not? The rest of the country ends up paying 
for that freight, and they end up paying for that shipping. 

Mr. DeFazio. All right. 

Mr. O’Toole. Our home State of Oregon was the first State to 
pass a gas tax in order to pay for roads. And since then, most of 
the cost of roads have been paid for by users. 

Now, I agree there are subsidies. I think we should get rid of 
those subsidies. But the idea that some modes are subsidized so 
therefore they should all be subsidized, we need to somehow com- 
pensate subsidies, we end up with competing subsidies, we end up 
with political allocation of resources 

Mr. DeFazio. Can you name a country that has gone down this 
route, withdrawing all Federal support, all national support for 
their transportation infrastructure in the air, on rail, and on the 
ground? Can you name one? Because as far as I can see, all our 
competitor nations are spending a hell of a lot more money than 
we are on these modes, and they are beating us, and ours is falling 
apart, and theirs is getting better. But you are recommending 
something else. 

Mr. O’Toole. If you are looking at Europe, you find all over the 
place countries are building roads throughout Europe using public- 
private partnership. 

Mr. DeFazio. Right. 

Mr. O’Toole. Countries grant a franchise, and then the private 
companies put up all the money to build the road, and they pay 
for it out of tolls, and the 

Mr. DeFazio. I am familiar with the 

Mr. O’Toole [continuing]. Users pay all of the costs. 

Mr. DeFazio. I am familiar with isolated instances where that 
is done. But they are still putting more money into and assessing 
much higher gas taxes than we are. They are obviously subsidizing 
their government with gas taxes, in addition to transportation. 

So anyway, thank you, Mr. Chairman. It is an extraordinary 
view of the future that I hope doesn’t come to pass. 

Mrs. Schmidt, [presiding.] I don’t think anyone here wants to 
eliminate Amtrak or eliminate Government help with Amtrak. 
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I think what — the purpose of this — these hearings are to get Am- 
trak to understand that we do not have an unending pot of gold 
here to help you remain operational. And so, together, we have to 
look at ways to make Amtrak more efficient and use less tax dol- 
lars in the process. 

Now, Mr. Boardman, I know that I have probably gone on too 
long about the food service aspect and how we can possibly stream- 
line the ways, and so I am not going to ask the question. But I re- 
member a few weeks ago your reluctance to make it a cashless 
transaction, even when it was suggested that cashless transaction 
would save dollars. So, we can’t have the kind of reluctance that 
I feel is coming from some folks out there to change the paradigm. 
What we have to do is find a way to change the paradigm so that 
Amtrak continues to run, so that when my grandchildren need to 
get on a rail and go somewhere, that that rail is there. 

So, I want to ask you this, sir. This is a new question. Over the 
last 41 years, Amtrak has been in existence and has needed nearly 
$40 billion in taxpayer subsidies to remain afloat. Now, I don’t care 
about the other groups. I am talking about Amtrak. This year, you 
received $1.4 billion in subsidies. Now, let’s fast forward that to 
2022. How much money do you think Amtrak is going to need? 
What is their financial situation going to be in 10 years if you 
needed $1.4 billion in subsidies this year? That is the question. 

Mr. Boardman. I don’t know, Mrs. Schmidt. I think we could, 
you know, investigate something like that, and look at it. But it de- 
pends on what Congress really wants from us, in terms of high- 
speed rail, and some of the other services. 

Mrs. Schmidt. Let me go back to that, sir. Before I came here, 
I started my life as a township trustee. And we looked at 5-year 
windows and 10-year windows for our modest pot of gold that we 
had of the taxpayer dollars. What could we do to provide police and 
fire? How could we also provide amenities? What could we do with 
the surface issues that we had, receiving very few Federal and 
State dollars? What was our 5-year projection and our 10-year pro- 
jection? When I got to the State, I was on the financial committee 
that actually looked at budgets. And we again looked at a 5-year 
and a 10-year projection. 

So, I think my suggestion to you, sir — and I will go to another 
question — is that perhaps maybe when you look at your financial 
situation, you don’t do what many people in Government do and 
only look at a 2-year window. Look at that 5-year window and that 
10-year window and say to yourself, “How can I become profitable? 
How can I use less tax dollars? What do I need to do, and what 
does the Government need to do to help me get to that end?” 

And I think if you do that, the fiscal cliff that we will face — and 
we are going to face it in the next 12 to 24 months — you can’t con- 
tinue to monetize our debt and not see the fiscal cliff before us. 
And that means that all people are going to suffer in some fashion. 
And it also means the new people that are going to come and re- 
place people like me are going to be perhaps a little more radical 
in their approach to what Government should be doing for its citi- 
zens. And so, I am cautioning you that, in order for you to continue 
to provide needed service for our country, that you have to look at 
ways of doing it better. 
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So my second question to you is can you produce — maybe not for 
this session, but for the next session — a 5-year and a 10-year win- 
dow, so that you can really look at ways to prioritize and econo- 
mize, and allow yourself to do what George Voinovich, when he was 
Governor of Ohio, commonly said, “Do more with less”? 

Mr. Boardman. Perhaps I misunderstood your first question. We 
do have capital plans and we have operating plans for the future. 
The difficulty has been, of course, that Congress only gives us an 
appropriation 1 year at a time. So, a lot of times, especially with 
our capital funding, we have to keep moving back, and don’t — we 
can’t move forward in the way that we believe that we should, be- 
cause the dollars aren’t there necessary for us to make that hap- 
pen. 

Mrs. Schmidt. Well, I am going to go to my next question. But 
when I was a township trustee, we had a 2-year window to look 
at at the State, and we had a 1-year window to look at at the coun- 
ty level. And yet we did 5- and 10-year projections, based on that. 

Mr. Boardman. Yes, ma’am, we do that. 

Mrs. Schmidt. My second question to you is since 2008 taxpayer 
subsidy per ticket has increased more than $3. Do you believe this 
is a management failure in getting costs under control, or is there 
something else driving that cost? 

Mr. Boardman. We actually — and I think we disagree on this — 
we actually have reduced the amount of operating requests that we 
have made, not increased. When you look and you add the capital 
into the equation, then yes, that increases. But there has been 
major capital improvements with bridge replacements and other 
capital services that increase that cost because of the way it has 
been calculated. 

Mrs. Schmidt. Well, then I think we have got a point of dis- 
agreement. But I want to go to another question, sir. 

The inspector general has reported inadequate internal controls 
stemming from weak or poor management and oversight in such 
areas as food and beverage service, overpayments on — of on-time 
performance incentives, overtime use, and mechanical mainte- 
nance. How will the reorganization efforts currently underway im- 
prove internal controls and management oversight of the areas 
identified by the inspector general? 

Mr. Boardman. Several different ways. One of the things that 
came out today in our October Ink magazine, which I think is par- 
ticularly — and I don’t know if Congress gets this magazine — there 
is a program called CSPMI, which stands for Customer Service 
Performance Metrics Integrator. And what is happening is we are 
changing the way we manage. And this is right down to the bottom 
level of customer service and customer focus. 

I think Ted is right, and he has been very solid in trying to pro- 
vide the kinds of guidance that Amtrak would need for improving 
management for the future. And internal controls and risk manage- 
ment have a very important element in what we need to get done. 
But it needs to start right at the bottom and all the way to the top, 
and not just always at the top. 

And part of the difficulty at Amtrak has been the very rapid 
turnover of managers and initiatives to make these improvements 
that need to get done. And they need to be done by the men and 
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women that really do the work, because they are ready and they 
are able and they do a damn good job. We need them to have the 
tools necessary to make this happen. 

Mrs. Schmidt. OK. I could argue or try to figure out different 
ways to help you get to where you need to go, but I have one final 
question. And I am looking at the 10 worst-performing routes. And 
the Hoosier State Indianapolis, that is not that far from my house. 
It is a 2-hour drive. Chicago is a 5-hour drive. And I have learned 
in my lifetime that — I used to fly to Chicago. I now drive; it is easi- 
er. I have always driven to Indianapolis because it is just easier for 
me to get to from point A to point B. 

But you only had 37,000 passengers in 2011 from Chicago to In- 
dianapolis. Now, I understand that you always have a loss leader 
in any business model. But you apparently have 10 loss leaders. 
This is the one that has the fewest ridership. If you stop that route, 
how much money would you save, and how much of disruption of 
service overall would occur for Amtrak? 

Mr. Boardman. I don’t have the numbers in front of me, Con- 
gresswoman, but I can tell you that there is another purpose for 
that particular route itself. We call it the hospital train. And while 
you could make a joke, I suppose, out of that, it really is the fact 
that equipment that needs to be worked on at our major Beech 
Grove facility is attached to that, that train, every night. Every 
morning, the ones that are finished go back to Chicago, which is 
our hub. So it provides us the ability to move our equipment back 
and forth. And while we were doing that, we decided we would try 
to give service to passengers, as well. 

Mrs. Schmidt. Follow up, and then I will turn it — am I the only 
one here? Oh, I will turn it to Mr. Harris. Is there another way to 
get that equipment without using a rail service that is so costly? 
Or would it benefit to just have the equipment and the engines, so 
that you wouldn’t have to have the food service and all the other 
people there? 

Mr. Boardman. There isn’t any food service on that train at all. 
And we could put them on flatbeds, I guess, and take them down. 
And I am making a joke there. There is no way we would do that. 
We would need to use that route to get our equipment to and from 
Beech Grove while we had the major maintenance facility there. 

Mrs. Schmidt. OK. Mr. Harris? 

Dr. Harris. Thank you very much. I only have a couple of ques- 
tions. 

Mr. Boardman, if you could separate out the Northeast Corridor, 
what percent does the fare box pay of the cost on the Northeast 
Corridor? 

Mr. Boardman. All of it. 

Dr. Harris. So is it even, in fact, more than 100 percent? I 
mean 

Mr. Boardman. Yes 

Dr. Harris [continuing]. Subsidized 

Mr. Boardman. We subsidize Congress with that one. I call it 
subsidizing Congress. 

Dr. Harris. Right. 
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Mr. Boardman. And that is that we don’t receive the amount 
that we need from Congress for operating assistance for the rest of 
the system. Part of that money comes from the Northeast Corridor. 

Dr. Harris. And what is the occupancy rate or the — how many 
percent of your seats are filled on the Northeast Corridor? 

Mr. Boardman. Actually today, which is Thursday, everything on 
Acela will be filled from about noon until about 6:00. 

Dr. Harris. But over time. I mean because when — I know I get 
on airplanes now, it seems no matter what day I fly, they are most- 
ly filled. So I know there are some days that are peak days. But 
when you average over time, what is the average? 

Mr. Boardman. I will get back to you with that. I don’t have the 
average. But it is pretty high. 

Dr. Harris. On the Northeast Corridor. 

Mr. O’Toole. It is about 65 for the Acela, and 

Mr. Boardman. I would rather get back to you, sir. 

Dr. Harris. Sure. That is fine. If you could get me that answer, 
I would appreciate that. 

And the — has — what has Amtrak done in order to increase that 
utilization? I mean have they done — and I think, last time I trav- 
eled to New York and looked at the fares, you do some fare adjust- 
ments. I mean like the airlines do 

Mr. Boardman. Yes, we do. 

Dr. Harris [continuing]. You raise and lower fares as you ap- 
proach — 

Mr. Boardman. Yes. 

Dr. Harris [continuing]. And you don’t fill seats and all. OK. 

Mr. Boardman. We call it revenue manage. 

Dr. Harris. Revenue manage. OK. That is great. 

Now, Mr. Pantuso, let me say in your testimony — or I should say 
Mr. Boardman’s testimony, he says that, you know, you won’t see 
any bus in some of the small and mid-sized communities that our 
long-distance trains serve. How do you address that issue of if — you 
know, we say that Amtrak has to make money on everything, that 
in fact, small communities would lose service? 

Mr. Pantuso. Well, there is a couple of answers to that. First of 
all, we are serving more than 3,000 communities across the coun- 
try, as compared to about 400, I think, or 500 communities that 
Amtrak serves. So we are already serving a lot more communities 
than any other mode of transportation. 

Secondly, there has been some pull-out in some communities. I 
think Greyhound, a number of years ago, began pulling back the 
route system to be more of a point-to-point service. They still serve 
many, many, many thousands of communities around the country. 
But there certainly are places that have lost service because it 
wasn’t profitable or it wasn’t affordable. There was obviously no 
subsidy to continue running those buses. Companies that I rep- 
resent run their businesses as business people. So if they can’t af- 
ford it, if they are losing money, they pull out of communities. 

But the other thing we have seen in a lot of rural communities 
is a better partnership between the intercity bus service and local 
transit providers, where in some cases the intercity provider might 
be running a route system. For example, maybe the coaches are 
going down 1-35 out in the Midwest, and they are connecting with 
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a transit system that might be 20 miles away, bringing customers 
to and from that main trunk system. So, there is a lot of partner- 
ships, but we still serve more than any other mode of transpor- 
tation. 

Dr. Harris. And you — and I imagine that, you know, part of the 
reason a bus company might choose to discontinue service in one 
of these locations is that it is competing with trains. 

Mr. Pantuso. In some cases, that might be the case. I would 
guess, for the most part, throughout the Midwest that probably 
isn’t the case. 

Dr. Harris. So both are serving the communities, both buses and 
trains? 

Mr. Pantuso. In some cases. 

Dr. Harris. In some cases. Now, in your testimony, you said, you 
know, page five, you know, “Imagine what we could do if the bar- 
riers to competition were removed.” What barriers are you talking 
about? What are the barriers to competition? 

Mr. Pantuso. The transportation system in the United States, 
unfortunately — and I don’t have to tell you, you are on the trans- 
portation committee — but it is built in a stovepipe environment. 
You know, rail has funding, air has funding. Roads have funding. 
There is very little cooperation, in some cases, among the modes. 
Airplanes or airports sometimes exclude bus systems from even 
coming in to the airport, because they don’t want to give up their 
parking revenue. 

In other cases we have seen from different modes predatory pric- 
ing that, even though you have gotten good bus service in a system, 
you might see rail or another mode come in and try to knock that 
out. That doesn’t make any sense. The systems ought to be working 
together for the passengers’ benefit. 

Dr. Harris. So specific barriers you would say are the — are 
what? 

Mr. Pantuso. Well, certainly one is funding. One is access to 
broader funding. I think in MAP-21 some of that is being corrected 
by allowing the bus to interact more with public facilities, and hav- 
ing more access to some of the public dollars so that, again, the dol- 
lars can be spent where they make sense, not just on a mode be- 
cause that is where the funding has been. 

Dr. Harris. OK. Yes — no, thank you very much for that. 

Mr. O’Toole, you have anything to add to that? 

Mr. O’Toole. Well, I think there is a feeling that somehow the 
Federal Government can pass out the money efficiently and accu- 
rately where it is needed, and I don’t share that belief. Mr. DeFazio 
was expressing incredulity that I thought that we shouldn’t sub- 
sidize the Port of Los Angeles. And yet his own district has the 
Port of Coos Bay, which competes directly with the Port of Los An- 
geles and doesn’t get to take advantage of the same subsidies, al- 
though he would like to send subsidies to the Port of Coos Bay. 

I would like to end all subsidies, and let the chips fall where they 
may. If shipping wants to go through the Port of Los Angeles, if 
people want to take a train, if people want to take a bus or fly, let 
them do it, but let them pay their full cost, and not have the expec- 
tation that I can live in Wolf Point, Montana, and have the Govern- 
ment subsidize mass transportation for me. 
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Dr. Harris. So in my district, which has rural areas, I mean, 
what would you — should there be any program to incentivize avail- 
ability of transportation? 

Mr. O’Toole. I live in a rural area. I live in a community of 140 
people. And it is a very rural area. I don’t even get cell service 
where I live. And I don’t think the Government should subsidize 
my cell service. We certainly don’t have bus service, and I don’t 
think the Government should subsidize my bus service. When I de- 
cided to move there, I knew I wouldn’t have access to those things. 
If I need access to those things, I will move to a place where I need 
to have access. 

We are a mobile society. The average American moves 10 times 
or more in their lifetimes. So if people need that at some point in 
their lives, they can move to a community that has that. I don’t 
think that everybody in the United States is entitled to Govern- 
ment support of their internet, their cell service, their transpor- 
tation, and everything else, regardless of where they live and what 
the cost is in that location. 

Dr. Harris. Thank you very much. And thank you, Madam 
Chairman. 

Mrs. Schmidt. Thank you — is the mic on? This concludes the 
hearing. Any Member that wishes to have any remarks has up to — 
how many days — 30 days for the remarks. 

I want to thank the panel for your patience with all of us, and 
look forward to seeing you in the future. 

[Whereupon, at 12:02 p.m., the committee was adjourned.] 
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Mr. Chairman, I have to say I read with great interest the Republican staff briefing 
memo for this hearing, which grossly understates Federal investment in highways, 
transit and aviation and grossly overstates Federal investment in our national passenger 
railroad, Amtrak. In fact, the memo was so fraught with errors that the Committee 
received several calls from organizations that are critical of Amtrak in attempt to set the 
record straight. So let's look at the facts. 

Amtrak was created 41 years ago; since that time, the railroad has received $41 
billion in Federal funds; about $1 billion annually on average. Now here’s where the 
math gets a little fuzzy folks. The Republicans claim that Amtrak's per passenger 
“taxpayer subsidy” averages $51 per passenger. They apparently got this number by 
dividing the total amount of appropriations over the past five years with the total number 
of passengers carried by Amtrak, which they claim is 28.1 million annually (on average). 

I'm having a hard time with this figure since we just had a hearing on Amtrak’s 
commuter rail operations and how improving those operations will further improve 
Amtrak’s bottom line. The number of passengers carried on Amtrak annually is not 28.1 
million; it's 254 million. According to Amtrak and Amtrak’s Inspector General, 226 
million additional passengers commute annually on Amtrak-operated commuter trains or 
on Amtrak infrastructure. So the Republicans completely disregarded commuters in 
their figures. Again, we confirmed this through Amtrak AND Amtrak’s Inspector 
General. So if you take those 226 million additional passengers and the 28.1 million 
intercity passengers, divide that by their average annual appropriations over the past 
five years, then you are left with a “subsidy” of $5.62 per passenger; not $51. This 
compares to a “subsidy” of $9.59 per domestic passenger in capital funding for FAA 
facilities and equipment and grants for airport development projects, and that does not 
even include operations. 

So what’s wrong with that investment? Nothing; it’s a public service. This 
Committee has always taken the position that we need to invest in transportation; 
investment means jobs. Yet somehow when we talk about passenger rail and Amtrak, it 
isn’t an investment; it’s a taxpayer subsidy. 

We’re arguing about $41 billion in 41 years; let's take a look at the other modes. 
According to the U.S. Department of Transportation, from 1958 through 2012, the 
United States has invested $1,486 trillion in our nation’s highways, $538 billion in 
aviation, and $266 billion in transit. 
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Intercity buses also get a share. The 531 1 program requires each state to spend 
15 percent of its annual apportionments to develop and support intercity bus 
transportation (which includes capital and operating assistance); the industry receives 
funding to pay the incremental capital cost of Americans with Disabilities Act retrofits; 
they receive homeland security funding to help upgrade terminals, garages, and retrofit 
buses to provide driver protections, training, and emergency communications systems; 
they get additional support from states and local communities, and they get tax credits 
and exemptions, including a 17 cent reduction on the 24.3 cent fuel tax. I support that 
but if we’re going to compare Amtrak to other modes then we need to be making fair 
comparisons. 

The Republicans are quick to claim that the highways, transit and aviation 
programs all pay for themselves through user fees and that somehow that’s no cost to 
the taxpayer. Budgeting 101: user fees are taxes paid by the taxpayer, plain and 
simple. So whether it's paid at the pump or paid through appropriations, it’s a cost to 
the taxpayer. 

But what the Republicans don't mention is that the highways and transit 
programs don’t pay for themselves. According to the DOT, between FY 2008 - FY 
2010, a total of $34.5 billion in general fund revenues were transferred into the Highway 
Trust Fund. MAP-21 transfers an additional $18.8 billion from the General Fund ($6.2 
billion in FY 2013 and $12.6 b in FY 2014). This means that in the last four years alone, 
the taxpayers have spent more — $53.3 billion - on just highways and transit than they 
have spent in the entire 41 years Amtrak has existed. 

Yet somehow Amtrak is expected to survive without Federal assistance. The fact 
is no form of public transportation - whether it's here in the U.S. or abroad - operates 
without Federal support. 

The Republicans think the private sector can do better - the lowest bidder with 
low-wage workers and little to no benefits. That's what this is about. But they know this 
requires Federal assistance. The draft Competition for Intercity Passenger Rail in 
America Act of 2011, which Chairman Mica released in June 2011, would have 
outsourced all of Amtrak's long-distance routes to private operators (with the lowest 
bid). But instead of letting the “free market" work, the Republicans then would have 
transferred Amtrak’s operating assistance for those routes to the new operator. The 
same process would have taken place for the Northeast Corridor, the corridor where 
Amtrak actually maintains an operating profit. If the private sector can do it better, then 
they should not need Federal funding. 

Each hearing on Amtrak we hear what other countries are doing. I'm sure we’ll 
hear it again today. Well, those countries get it when it comes to passenger rail; they 
invest and they invest heavily. Germany: $11.6 billion. Italy: $8 billion. France: $5.5 
billion. UK: $4.6 billion. Yet members on the other side of the aisle are appalled 
Amtrak can’t be bigger and better on a shoestring budget of $1 billion annually. You get 
what you pay for, Mr. Chairman. 
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Republican Memo 
(in Millions) 


I Amtrak 5-Year Taxpayer Subsidy Per Rider I 

Year 

Total Number of 
Passengers 

Federal Appropriations 

Per Ticket Subsidy 

2007 

25.8m 

1.294b 

$50.16 

2008 

28.7m 

1.325b 

$46.17 

2009 

27.2m 

1.490b 

$54.78 

2010 

28.7m 

1.565b 

$54.53 

2011 

30.2m 

1.486b 

$49.25 

Average 

28,1m 

1.432b 

$50.97 


Actual Figures 
(in Millions) 


Amtrak 5-Year Taxpayer Subsidy Per Rider 


Year 

Total Intercity 

Total 

Total Amtrak 

Federal 

Per Ticket 

. 

Passengers 

Commuters 

Passengers 

Appropriations 

Subsidy 

2007 

25.8m 

215m 

240.8m 

1.294b 

$5.37 

2008 

28.7m 

221m 

249.7m 

1.325b 

$5.31 

2009 

27.2m 

221m 

248.2m 

1.490b 

$6.00 

| 2010 

28.7m 

240.5m 

269.2m 

1.565b 

$5.81 

2011 

30.2m 

234m 

264.2m 

1.486b 

$5.62 

Average 

28.1m 

226.3m 

254.4m 

1.432b 

$5.62 


Source: Amtrak and Amtrak Inspector General 
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Statement for the Record 
Congresswoman Eddie Bernice Johnson 
House Committee on Transportation & Infrastructure 
Thursday, September 20, 2012 
Hearing on: 

A Review of Amtrak Operations, Part III: Examining 41 Years of Taxpayer 
Subsidies 

Mr, Chairman, I feel that this Committee’s time and resources have been spent 
disproportionally on Amtrak hearings, and the intent has been less to affect 
positive policy changes than to act as a platform to expound partisan talking points. 
As a nationwide rail network, Amtrak serves more than 500 destinations with an 
average ridership of 75,000 per day. During Fiscal Year 2011, Amtrak transported 
more than 30 million passengers, the largest annual total in Amtrak’s history. 
Amtrak has reduced its federal operating subsidies by nearly 50 percent since 
Fiscal Year 2004, allowing the rail service to cover some 85 percent of its 
operating expenses on its own. These numbers are something to be highlighted 
during this hearing. 

My Republican colleagues are very critical of the federal funds Amtrak receives. I 
think this approach is short-sided and wrong-headed. When we compare the 
investments that other countries devote to their passenger rail systems, the United 
States is woefully behind. As a Nation, we have prioritized investment in surface 
transportation, transit, ports, and passenger rail should be no different. 

(n addition, every member of this Committee knows that we must pursue a multi- 
modal approach to accommodate increased population and address congested 
urban areas. According to the Federal Railroad Administration, by 2050 the 
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United States will add some 100 million residents, placing an unparalleled strain 
on U.S. transportation networks, and rail offers the greatest opportunity for 
sustainable growth supporting these citizens. We are at a point now where we 
simply cannot build our way out of these problems, and passenger rail not only 
provides accessibility to both rural and urban areas, it takes cars off the roads and 
reduces emissions. 

Mr. Chairman, we have very few days left that the Congress will be in session. We 
should be using this time to pursue more pressing matters, like the reauthorization 
of the Water Resources Development Act, or a rail title that should have been 
included in MAP-21. 
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Mr. Chairman, Ranking member. Members of the Committee, good morning. 

I’m here today to talk to you about Amtrak, America’s Railroad. Since the focus 
of today’s hearing is on the value Amtrak provides for the Federal funding we receive. 

I’ll start with a few key metrics that highlight our performance. 

Last year (FY11), Amtrak recovered 79% of its operating costs from fare box 
revenues, up from 76% in FY10. That’s well ahead of all of the other U.S. passenger 
railroads, which have fare box recoveries between 5% and 60%.’ When you add the net 
revenues that Amtrak generates from other activities that reduce our Federal funding 
requirements - such as real estate, and our operation of contract commuter services that 
was the subject of the hearing earlier this month - revenues cover 85% of operating costs. 

What that means is that Federal taxpayers pay just 15 cents of every dollar 
Amtrak spends on our operations. Our Federal operating grant in FY12 - $466 million - 
works out to $1 .48 per American. That’s less than the cost of a small cup of coffee at the 
Starbucks in Washington Union Station. 

And the longest line at Union Station these days isn’t for Starbucks, but rather to 
board our trains. Amtrak ridership has grown more than 44% since 2000. That’s a major 
reason our Federal operating funding need, adjusted for inflation, has gone down almost 
50% since 2004. We set annual ridership records in 8 of the last 9 years despite the Great 
Recession, and monthly records in 1 1 of the last 1 2 months. At the end of this month, we 
expect to once again set new annual and monthly records. 

We’ve improved our performance in many other ways as well. We cut our debt by 
more than half over the last ten years, from nearly $4 billion to $1.6 billion. On-time 

1 National Transit Database, 20 1 0 Annual Transit Profiles for commuter railroads and the Alaska Railroad 
(http://www.ntdprogram.gov/ntdprogram/data.htm). 
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performance has improved on all of our business lines, increasing to 88.4% on the 
Northeast Corridor during the first 1 1 months of FY12 despite all the track work and 
bridge replacements we’re doing to bring the Corridor to a state-of-good repair. 

We’ve achieved these accomplishments even though, throughout Amtrak’s 
existence, passenger rail has received only a tiny portion of the annual Federal 
transportation budget. To give just one example, in the past four years the Federal 
government has appropriated $53.3 billion from the General Fund of the Treasury to bail 
out the Highway Trust Fund. That’s almost 30% more than the total Federal expenditure 
on Amtrak since 1971. Revenue generated from highway users accounted for only 45.7 
percent of total funding available for highways in 2010. The rest came from taxpayers. 

Amtrak has significantly improved financial performance while meeting the 
statutory obligation to “operate a national rail passenger transportation system which ties 
together existing and emergent regional rail passenger service." 2 None of our 1 5 long 
distance train routes covers all of its operating costs. But long distance trains are heavily 
utilized: their ridership grew 1 8.4% from FY07 to FY1 1 , and they accounted for 43% of 
our passenger miles in FY1 1 . 

Long distance trains play an important role in national mobility and connectivity. 
They provide the only intercity passenger rail service in 23 states and 223 cities and 
towns. They connect our 28 short distance corridor routes, creating a national public 
transportation network. Most importantly, our long distance trains are increasingly the 
only public transportation option for many who ride them. 

The Chinatown and other curbside buses that have proliferated on the streets of 
our major cities have attracted a lot of attention. They’re especially prevalent between 
2 49 U.S.C. 24701. 
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Washington and New York, where they provide service that is cheaper than our trains but 
is much slower (scheduled trip time of four and a half hours) and subject to traffic delays. 
Our ridership between Washington and New York has continued to grow since curbside 
buses entered the market. 

But you won’t see a curbside bus - or, increasingly, any bus - in the small and 
mid-sized communities our long distance trains serve. While intercity bus service is 
increasing in a few major city markets, it has declined precipitously the rest of the 
country. Bus operators - and airlines - have cut service to smaller cities and rural 
communities for the same reason all of the private railroads eagerly got out of the 
passenger business after Amtrak was created: the service loses money. According to the 
Bureau of Transportation Statistics, the number of Americans who no longer have access 
to intercity bus or air service, and are served only by Amtrak, tripled in just five years . 3 

In addition to serving locations no longer served by intercity bus, Amtrak has 
Thruway bus connections, many of which are operated in partnership with privately- 
owned bus companies, that link places rail does not serve to our national network. Next 
month, we will begin connecting bus serve to the eastern part of North Carolina. In 
California, one in three rail passengers begin or end their trip on a bus. 

We also hear a lot about privatization of passenger rail services in other countries. 
In a number of countries, including the United States, many commuter and local rail 
services are operated by for-profit, multinational companies that receive government 
subsidies. However, only two major countries - Japan and Great Britain - have 


3 Bureau of Transportation Statistics, The U.S. Rural Population and Scheduled Intercity Transportation in 
2010: A Five-Year Decline in Transportation Access » February 2011. 
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privatized intercity passenger rail services to any significant extent. The results have been 
mixed at best. 

• Japan privatized its services after the government-funded construction 
of the country’s major high-speed lines. It also provided a huge one- 
time infusion of funding to subsidize future losses from unprofitable 
services, and continues to provide funding for construction of new 
high speed lines. 

• In Great Britain, a government-commissioned report issued last year 
concluded that the “objectives of privatization [were] not achieved” 
because public funding needs have increased rather than decreased. 4 
Government expenditures on passenger rail rose from less than £2 
billion ($3 billion U.S.) in 1993-1994, the year privatization began, to 
£4.6 billion ($7.4 billion U.S.) in 2010-2011. The share of the railway 
system’s costs (operating and capital) paid by the British public rose 
from 40% to 50%. 

No country has succeeded in constructing an initial high speed rail (HSR) system 
primarily or exclusively with private funding. Great Britain and Taiwan had to take over, 
at huge public expense, the private entities created to develop their initial HSR lines. In 
Australia, Brazil and Argentina, planned HSR systems were scuttled after it became 
apparent that the anticipated private funding would not be forthcoming. 

Finally, I want to emphasize that Amtrak is not complacent about our recent 
accomplishments. Rather, we aim to do much better. To achieve that objective: 

4 Realizing the Potential of GB Rail: Report of the Rail Value for Money Study, Summary Report, May 
20 1 1 flum:. Av'vw, dft.gov.u k/publicalions/realising-tlie-Dotential-of-gb-rail A. p. 4 1 . 
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■ We have begun implementing our Strategic Plan J by, among other 
things, expanding our Safe-2-Safer initiative, restructuring our 
operating departments by business line to improve our bottom line and 
enhance customer focus and adopting strategic management 
techniques used by the nation’s largest and most successful companies. 

■ We have issued a new Fleet Strategy 5 6 and have begun its 
implementation. We’ve ordered 70 new electric locomotives for the 
Northeast Corridor, and 130 long distance single level cars to replace 
equipment that is more than 50 years old. 

■ We’ve successfully rolled out our nationwide eTicketing program, 
replacing 1 9 lh century railway processes with innovative mobile 
technology that won an award from IDG’s CIO magazine. 

■ We now offer Wi-Fi on most of our trains. 

Federal expenditures on Amtrak during the past 41 years pale next to what 
virtually every one of our European and Asian competitors has spent on passenger rail. 
But Amtrak has provided a high return on the limited Federal investment we’ve received. 
Our aim is to continue to do that in the years ahead. Thank you. 


5 http://www.anitrak.c om/eciirlQ0/12/Straegie-Plan-201 l-2015.pdf . 

6 http://w ww.31ntrak.com/ccur -1/36/921 >201 2-Amtrak-Fleet-Strategy-v3. l-ho2003-29-12.p df. 
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Chairman Bill Shuster 
Questions for the Record 

House Committee on Transportation and Infrastructure 
Oversight Hearing: “A Review of Amtrak Operations Part 3: Examining 41 Years of Taxpayer Subsidies” 
Tuesday, September 20, 2012 


Question 3U 

Mr. Boardman, I understand the Next Generation Equipment Committee (NGEC) is in the process of preparing to draft 
the request for proposals for the multistate locomotive procurement. From what I have been told, the Federal Railroad 
Administration has been focused on the maximum speed standard. While I appreciate their interest in technology 
development, it seems appropriate that other policy considerations and cost should also be appropriately factored into the 
procurement process. 

In your opinion, as long as the locomotives comply with the other specifications, is it in the best interest of taxpayers that 
the RFP should explicitly allow alternative bids of 1 10 mph locomotives to be submitted? 

Answer to Question 1: 

AH PR1IA 305 rolling stock equipment is specified to operate at a top speed of 125 mph (Tier l) with an expectation for a 
30+ year operational life. The current PRHA locomotive specification was developed by theNGEC/S305 Technical 
Subcommittee which consists of numerous industry members, including locomotive manufacturers, as well as 
representatives from FRA, States and Amtrak and complies with the S305 Executive Committee’s requirement for 125 
mph. 

When this specification was developed, the reduced fuel tank capacity as well as a reduced size HEP system was required 
to assist in reducing locomotive axle weights to meet dynamic track loading criteria and allow 125 mph operation. This 
reduction in fuel handling capacity and reduced HEP performance made this design unacceptable to meet Amtrak’s 
operational needs. However, recent technological design advancements appear to allow the potential for speeds of 125 
MPH in the USA and an increase in fuel capacity and HEP output which would then meet Amtrak needs. 

There is currently limited track that can support operational speeds of 125 mph. It is unknown what future changes in 
track infrastructure will become available over the next 30 years. While operating a 125 mph locomotive at 1 10 mph is a 
non-issue, the reverse is not true as a future conversion of a 110 mph “conventional” locomotive to operate at 125 mph is 
estimated to be uneconomical at this point. Accepting a “conventional” 1 10 mph locomotive today may mean a complete 
locomotive replacement in the future should market needs and track infrastructure change, and the locomotive design 
hasn’t initially been engineered with that consideration. Other details of the differences of these locomotive designs are 
summarized in the answer to question 3. 

With the future of track upgrades being unknown as well as the future conversion cost of a i 10 mph locomotive to 125 
mph and proven technological advancements of 125 mph locomotive, it is believed appropriate to request an option for 
locomotive manufacturers to invest R&D and initial engineering design flexibility that would provide a common 
locomotive platform for a 1 10 mph locomotive, derived from the 125 mph locomotive S305 specifications, to meet 
Amtrak’s operational needs, while providing cost information for 110 mph and 125 mph locomotives. 

Question 2: 

Are you aware of any passenger rail routes, other than the NEC and California blended corridors, where trains will travel 
at speeds of 125 mph or more? 

Answer to Question 2: 

l am not aware of any other track in the United States that allows for 125 mph operation other than the NEC and plans in 
California. Recent activities in other states have raised track speed from 79 mph to 110 mph. These track speed increases 
have occurred in Illinois and Michigan. There may be plans for higher speed track in other locations of which I ara not 
aware. 
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Question 3: 

From your position as a member of the NGEC and in your experience as a major purchaser of passenger locomotive 

equipment, explain what, if any, meaningful differences there are between top speeds of 1 10 mph and 125 mph? 

Answer to Question 3: 

Meaningful differences between locomotives capable of operating at 1 10 mph and 125 mph are as follows: 

- Track forces, especially in curves, require lighter axle weight as speed increases to keep track forces at acceptable 
levels. 

- Locomotive suspension changes would be required possibly going from “axle hung” to “frame hung” traction 
motors. 

- Drag increases as the square of the speed of the locomotive. Increases in locomotive horsepower are necessary to 
overcome the increased drag of the locomotive and the trailing cars at this increased speed. 

- The gear ratio between the traction motor and die drive axles will change as a function of speed. 

Fuel consumption will increase 17% to go from 1 1 0 mph to 125 mph operational speed. 
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NATIONAL RAILROAD PASSENGER CORPORATION 

60 Massachusetts Avenue, N£, Washington, DC 20002 


AMTRAK 



November 13,2012 


Honorable Corrinc Brown 
Ranking Democratic Member 
Subcommittee on Railroads, Pipelines, 
and Hazardous Materials 
Committee on Transportation and Infrastructure 
U.S. House of Representatives 
Washington, DC 205 1 5 


Dear Representative Brown: 

Per your request of October 1 1 , 2012, enclosed are responses to questions for the record as a result of the 
September 20th hearing on the “A Review of Amtrak Operations, Part 3: Examining 41 Years as 
Taxpayer Subsidies.” 



Senior Director 
Government Affairs-Hovse 
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WITNESS QUESTIONS FOR THE RECORD 
THE HONORABLE CORRINE BROWN TO MR. JOSEPH BOARDMAN, AMTRAK 

FULL COMMITTEE HEARING ON “A REVIEW OF AMTRAK OPERATIONS, 
PART III: EXAMINING 41 YEARS OF TAXPAYER SUBSIDIES” 
SEPTEMBER 20, 2012 


Question 1: 

PRO A authorized the Treasury Secretary to restructure Amtrak’s debt. Why was that important? 
Was it done? And did it account for all Amtrak’s debt or do you require more debt restructuring 
assistance from Treasury? 

Answer to Question 1 : 

Section 205 of PRIIA authorized the T reasury Secretary to aid in the restructuring of Amtrak’s 
debt. Treasury acted under this authorization and committed to fund Amtrak’s exercise of thirteen 
(13) lease early buyout options in fiscal years 201 1-2013. The total amount of funds committed 
by the Treasury was $420 million. 

By terminating leases, Amtrak avoided $582 million in future lease payments for a net savings of 
$162 million, and we also acquired unencumbered ownership of the locomotives and passenger 
cars that were subject to these thirteen leases. 

This action by the Treasury was extremely beneficial in reducing Amtrak’s rolling stock capital 
lease burden; however, it did not eliminate all of Amtrak’s indebtedness. The Treasury program 
will expire with the funding of the thirteenth lease early buyout option on July 1 , 201 3. After that 
date, Amtrak has lease early buyout opportunities for which we do not have committed funding; 
e.g., in fiscal years 2014-2019, Amtrak has buyout opportunities that would cost approximately 
$600 million to execute, but which would save future lease payments of approximately $1.0 
billion for a net savings of $400 million. 

The funding support extended by the Treasury under the guidance of PRIIA has greatly benefited 
Amtrak’s efforts to reduce its debt and financing costs and to secure ownership of its fleet; 
however, there are further opportunities for significant savings if additional funds are available. 

Question 2: 

The rail title of H.R. 7 reduces authorizations for Amtrak’s operating grants. The Republicans 
claim this is because Amtrak requested less funding for operations, but Amtrak also requested a 
corresponding increase in capital. H.R. 7 does not increase Amtrak’s capital grants. Democrats 
offered an amendment in Committee to increase Amtrak’s capital; Republicans rejected the 
amendment. What sort of jobs are sustained and created from increased capital assistance? 

Answer to Question 2 : 

Amtrak uses Federal capital funding to invest in our infrastructure and systems, which can range 
front locomotives and rolling stock to information technology systems for core corporate 
functions such as financial accounting and reservation and ticketing. Consequently, capital 
investment funds job creation and sustainment in a wide range of fields, both within and outside 
Amtrak. Some capital work is done with Amtrak’s own workforce; work of this type typically 
requires a range of traditional railroad crafts such as skilled metalworkers, electrical workers and 
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various construction crafts. Some managerial tasks, such as engineering design work, are also 
encompassed in capital work. 

Amtrak also contracts with other companies to perform work of various kinds; some of that work 
is similar to the work we do with our own workforce, but our aggressive program of IT systems 
implementation has involved contracts with nontraditional partners that have helped us to 
conceptualize, design and implement our new financial accounting system, Wi-Fi and our 
eTicketing solution. 


Question 3: 

You state in your FY2013 grant request to Congress that “decreased [federal funding] for capital 
has allowed for little more than maintaining the current status of the infrastructure and rolling 
stock. There are no available funds for addressing deferred maintenance, investing in 
improvements that would grow the business, or replacing aged rolling stock.” What impact does 
this have on Amtrak and its employees and passengers and on taxpayers in general? 

Answer to Question 3: 

The impact of deferred investment is direct and immediate, and it will be felt by passengers and 
the taxpayers. Amtrak has set nine ridership records in the last ten years, and we have reduced 
our operating subsidy, but those improvements are a product not only of improved operations and 
management, but of capital investment. Capital investment allowed Amtrak to return much- 
needed equipment to service, so that it could accommodate rising demand. Capital investment 
also allowed Amtrak to make repairs that would improve the resiliency, safety and security of our 
infrastructure in the Northeast. Travelers experience these benefits when their trains arrive on 
time, and the improvements Amtrak has made since 2002 are today reflected in our on-time 
performance on the Northeast Corridor, which reached 89.7 percent for Acela in FY 2012, and 
86.5 percent for our Northeast Regional trains. 

While these improvements were important, the fact remains that much of the infrastructure on the 
Northeast Corridor dates from the first half of the twentieth century. While we have replaced 
much of the track and several bridges, the remaining bridges and the electrical system continue to 
age and will require replacement. Work is ongoing in many places, such as our New Jersey High 
Speed Rail Improvement Program, which will replace part of the aging electrical system in New 
Jersey with a new and more modern system that will support higher speeds. From the taxpayer’s 
and traveler’s perspectives, money spent on improvements of this kind often delivers a bonus - 
for when we replace an asset, we don’t just sustain our reliability - we look for opportunities to 
deliver a performance improvement. These improvements help us to offer a better service and a 
corresponding reduction in our operating need; correspondingly, a failure to invest leads not 
merely in the direction of the additional expenses we occur when the signal system fails or the 
electrical system shuts down, but to downstream reductions in ridership and revenues and a 
consequent increase in operating costs. 

Question 4: 

During the hearing, Chairman Mica referenced a 2008 report that showed the average subsidy per 
ticket in aviation was $4.28, mass transit $.95, intercity commercial bus $0. 10 and Amtrak 
$46.33. Are you familiar with this report? If so, who issued the report? Do you agree with the 
Amtrak figure? We believe the figure only included intercity passengers, but not Amtrak’s 
commuter passengers, or passengers that were transported on infrastructure owned and 
maintained by Amtrak. 
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Answer to Question 4: 

The report containing the referenced figures was actually issued in 201 1, and it was funded by the 
bus industry (There’s a link on the American Bus Association’s website at 
http;//www.buses.org/ABA-Foundation/Researdf ). While we cannot vouch for the accuracy of 
the aviation, mass transit or bus figures, we do not believe they are comparable, for two reasons. 
One, Amtrak and other rail providers bear all of the costs of providing, oper ating and maintaining 
their own rights-of-way, while Federal, state and local governments provide highways and the 
services required to maintain them - snow removal, for example - without billing the users who 
are beneficiaries or recovering the full costs through user-paid taxes and fees. Revenue generated 
from highway users accounted for just 45.7 percent of total funding available for highways in 
2010; the rest came from taxpayers. Moreover, any Amtrak per passenger figure that does not 
include commuter passengers who benefit from Federal funding to Aintrak is incorrect. 

Currently, commuter rail services that operate over Amtrak infrastructure (primarily the Northeast 
Corridor) are able to obtain services and access at a rate that does not reflect their full 
proportionate share of the costs. Amtrak is working with the commuter agencies, as mandated by 
Section 212 of PRI1A, to address the cost allocation issue. 

Question 5: 

During the hearing, Mr. Pantuso testified that there is only a “modest difference in time” between 
train and bus service on the Northeast corridor. Is this accurate? 

Answer to Question 5: 

To get a fair comparison, we chose to examine a market where the bus and train enjoy essentially 
the same terminal point - in this case, the run between Baltimore Penn Station and Newark Penn 
Station. The Bolt Bus website offers the passenger a choice of four daily trips, each scheduled 
for 3 hours, fifteen minutes. By contrast, Amtrak offers two types of service between the same 
two points - an Acela service that generally takes about 1 hour and 56 minutes (although times 
vary slightly, depending on the number of stops) and a Northeast Regional service that generally 
takes about 2 hours and 22 minutes (the same caveat applies). Apart from the obvious time 
differential, Amtrak offers the traveler a choice of 35 southbound Acela and Northeast Regional 
departures, and 36 northbound departures. 

Question 6: 

During the hearing, Mr. O’Toole testified that passenger trains are an obsolete form of travel. 
Please discuss Amtrak recent ridership levels, and provide a response to this statement. 

Answer to Question 6: 

For an obsolete form of travel, intercity passenger rail is doing remarkably well. Last week, we 
announced our ninth annual ridership record in ten years. Our company set twelve consecutive 
monthly ridership records, and July was the best single month in Amtrak’s history. Moreover, 
more than two-thirds of our short distance corridor services set new annual ridership records. We 
believe these numbers show that there is a strong latent demand in America for transportation 
choices and particularly the choice Amtrak offers: fast, frequent and reliable intercity passenger 
rail service. 

Question 7: 

In his testimony, Mr. O’Toole claimed that bus service “involves minimal dedicated 
infrastructure.” What type of infrastructure other than highways - which we know are subsidized 
- do buses rely on? Who is responsible for building and maintaining that infrastructure and how 
is it paid for? How about facilities you use such as intermodal facilities like the $1 .7 billion inter- 


3 



68 


modal center in Miami (mentioned by Chairman Mica)? Will buses have access to that? How 
are those paid for? 

Answer to Question 7: 

Busses are often thought to require minimal dedicated infrastructure, but that’s not the same thing 
as saying they leave no footprint. At many of Amtrak’s major terminals, bus services use 
curbsides either adjacent to or in close proximity to the station, but do not erect facilities for 
passengers. Consequently, many of these passengers use facilities such as toilets and waiting 
rooms at the rail terminals, particularly in inclement weather. As it relates to the Miami 
Intermodal Center, we are very interested in possibly moving to the “center” with the other 
modes. However we are still assessing operational and capital cost associated with the move. 1 
expect to have greater understanding by the first part of next year. 

Question 8: 

Do you believe comparing Amtrak with intercity buses is a fair comparison? For example, who 
is responsible for snow removal on the Northeast Corridor? When you were Secretary of the 
New York Department of Transportation did intercity buses contribute to removal of snow on the 
freeways? How about infrastructure? Who builds and maintains Amtrak’s infrastructure and 
facilities? How does this compare to buses? 

Answer to Question 8: 

Unlike intercity busses, and for those matter airlines, Amtrak provides many of its own services, 
particularly in the Northeast, where we are responsible for much of the infrastructure 
maintenance. Bus companies do not pay the government for the cost of snow removal, but we 
incur these costs. Bus companies do not absorb the cost to fix traffic lights or repair potholes, but 
Amtrak pays the maintenance costs for much of the Northeast Corridor. Bus companies do not 
pay for the police who secure the terminal facilities they use - but the taxpayers do, and in some 
cases, Amtrak does; we police our own infrastructure and provide the staff to direct and control 
traffic on our lines, unlike the bus or airline industries. 

Furthermore, when Amtrak uses the infrastructure owned by other railroads - regardless of 
whether they are publicly owned operations like Metro-North Commuter Railroad or private 
companies like Union Pacific, we pay for access to their right-of-way. In addition to the 
investments we make in Amtrak-owned right-of-way in the Northeast, New York, Pennsylvania, 
and Michigan and at major rail terminals across the country, Amtrak paid its host railroads $124 
million in FY201 1 for access and incentive fees for on-time performance. 


4 



69 


WITNESS QUESTIONS FOR THE RECORD 
TO MR. JOSEPH H. BOARDMAN, AMTRAK 

FULL COMMITTEE HEARING ON 
“A REVIEW OF AMTRAK OPERATIONS, PART III: 

EXAMINING 41 YEARS OF TAXPAYER SUBSIDIES” 

SEPTEMBER 20, 2012 

You have talked about the need to modernize your fleet in order to improve operational 
performance and maximize cost-efficiency. Do you have an opinion on whether new diesel- 
electric locomotives for Amtrak service should go 1 10 mph or 125 mph? 

Answer: Amtrak continues to support the diesel locomotive specification developed by the PR1IA 
Section 305 Committee and the recommendation to proceed with issuing the Request for 
Proposals (RFP), which includes a locomotive capable of 125 MPH based on the industry 
comments received. 

Amtrak understands that the intent of the procurement and RFP process is to develop next 
generation diesel locomotives. It is also our understanding that this process will include an option 
for long distance locomotives derived from the Section 305 diesel locomotive specification. We 
believe this approach will support the Section 305 mandate by meeting alternate service needs 
and providing a platform that includes research and development and engineering design 
flexibility to meet Amtrak’s operational needs, which include those related to EPA Tier 4 
emissions standards, greater head-end power and greater fuel tank capacity. 
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Good Morning Chairman Mica, Ranking Member Rahall, and Members of the 
Committee: 

Thank you for the opportunity to discuss how improvements in the efficiency and 
effectiveness of Amtrak's operations and service can lead to financial benefits and help 
reduce Amtrak's reliance on federal subsidies. The company received $562 million and 
$466 million from the federal government for operations in Fiscal Years (FY) 2011 and 
2012, respectively. The company also received $922 million and $952 million from the 
federal government for general capital and debt service in FYs 2011 and 2012, 
respectively. 

Over the past couple of years, Amtrak has taken important steps to set a foundation for 
improving its operational efficiency and effectiveness. At the same time, Amtrak has 
opportunities to do more to improve its bottom line while meeting the expectations of 
Congress and the American traveling public. 

My testimony today will discuss three areas: 

1. Initiatives Amtrak has underway to improve the efficiency and effectiveness of its 
operations and service. 

2. Opportunities we have identified based on our recent work where Amtrak can 
build on those initiatives to reduce federal subsidies. 

3. Future work we plan to accomplish to identify additional opportunities for Amtrak 
to become more efficient and effective. 

INITIATIVES TO IMPROVE THE EFFICIENCY AND 
EFFECTIVENESS OF OPERATIONS AND SERVICE 

Today, Amtrak is more focused than before on improving the efficiency and 
effectiveness of its operations and service. It has in the last year issued a strategic plan 
with specific goals, key metrics, and targets to guide the company's efforts to improve 
its performance, including achieving organizational excellence and improving financial 
performance. 1 It is also taking action to hold people accountable for results. We are 
supportive of these actions and encourage the company to sustain its efforts in these 
areas. 


Amtrak Strategic Plan, FY 2011-FY 2015, September 30, 2011. 
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Central to Amtrak's initiatives to become more efficient and effective is its strategic plan 
for FYs 2011 through 2015. This plan communicates Amtrak management's vision for 
the company, along with strategies and tactics to achieve that vision. 

Within its strategic plan, Amtrak established five goals to drive performance across the 
company: safety and security, customer focus, mobility and connectivity, environment 
and energy, and financial and organizational excellence. To accomplish these goals, 
Amtrak established a series of metrics and 5-year performance targets for each goal. It 
also established seven corporate-level strategies, such as the establishment of business 
lines to better manage financial performance and respond to the wants, needs, and 
expectations of various customer groups. 

Since the plan was issued, Amtrak has undertaken a series of initiatives to begin 
realigning operations to help position the company to accomplish its goals. These 
initiatives include 

• integrating operating departments within geographic regions to align them with the 
strategic plan's new business lines and assigning accountability for achieving 
results, to include improving profit-and-loss results; 

• strengthening human capital management to address existing deficiencies, including 
hiring a chief human capital officer; and 

• developing a strategic management system to guide the execution of the strategic 
plan and mitigate risks that could affect successful execution. 

While these important initiatives show Amtrak's commitment to make changes that will 
reduce federal subsidies, the company is still in the early stages of its change process. 

To be successful, Amtrak will need to sustain these initiatives over the long term, and 
implement them effectively. 

OPPORTUNITIES TO BUILD ON INITIATIVES 

The company's ongoing initiatives are important and needed steps for improving its 
operational efficiencies and effectiveness. Our recent work shows that sustaining and 
effectively implementing these initiatives has the potential to significantly reduce 
Amtrak’s reliance on federal support. Using a risk management approach to improve 
management controls is also needed to help Amtrak focus on improving financial 
results. I have selected examples from our recently issued investigative, audit, and 
evaluation reports to illustrate those opportunities: 
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• Overtime Fraud and Abuse. We recently reported that multiple employees 
defrauded Amtrak by being paid for regular and overtime hours not worked. 2 We 
also identified other serious abuses, including misuse and potential theft of 
property, misuse of computer resources, and a pervasive lack of supervision by 
responsible union and management officials. Specifically, we found that first-level 
management and union supervisors provided inadequate supervision and oversight 
and did not prevent the fraud or abuse that occurred. While we were not able to 
conclusively quantify the full amount lost to fraud in this investigation, it is likely 
that additional employees were paid for hours that were not worked; losses could 
total over $100,000. In response to our report, Amtrak management has acted 
quickly and aggressively to discipline those employees who committed fraud, 
misused company resources, or failed in their supervisory responsibilities. 

Given the breakdown in management controls, and concerns about excessive 
overtime paid to employees (overtime paid at Amtrak totaled over $200 million in 
Calendar Year 2011), we have audit work underway reviewing company-wide 
management controls over employees' use of overtime. 

• Food and Beverage Service. In 2011 and 2012, we reported that the company could 
improve management controls over its on-board food and beverage service. 3 In our 
2011 report, we estimated that $4 million to $7 million of Amtrak's on-board food 
and beverage sales could be at risk of theft because of inadequate management 
controls. Further, in our 2012 report, we identified two areas in which food and 
beverage program management could be improved— accountability for program 
results and program-wide planning. Responding to our recommendations, Amtrak 
established a loss-prevention unit and has plans to implement an action plan to 
address weaknesses and gaps in the on-board food and beverage service. Amtrak 
also established a chief of customer service position within the Transportation 
Department, which will have accountability for improving Amtrak's food and 
beverage service program. Also, on August 6, 2012, Amtrak's President and CEO 
indicated that a test of cashless sales will be conducted. To improve program 
planning, we recommended that Amtrak develop a 5-year plan for reducing food 
and beverage direct operating losses. Amtrak concurred with this recommendation 
and stated that a plan will be developed within 6 months of filling the chief of 
customer service position. 


2 Fraud: Overtime Fraud and Abuse by Amtrak's Mid-Atlantic Communications and Signals Department 
Employees (OIG-I-2012-018, September 5, 2012). 

2 Food and Beverage Service: Further Actions Needed to Address Revenue Losses Due to Control Weaknesses and 
Gaps (Report No. E-ll-03, June 23, 2011) and Food and Beverage Service: Initiatives to Help Reduce Direct 
Operating Losses Can Be Enhanced by Overall Plan (OIG-A-2012-020, September 7, 2012). 
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Our ongoing food and beverage work is focusing on ways to further mitigate the 
food and beverage direct operating losses of $84.6 million in FY 2011. We are 
examining best practices used by other public- and private-sector entities that 
provide food and beverage services to passengers, such as foreign passenger 
railroads, cruise lines, and airlines. 

• Mechanical Maintenance. In May 2012, we reported that Amtrak had made 
significant progress in improving its mechanical maintenance processes and 
procedures for the Acela fleet. 4 These improvements increased the reliability and 
availability of the Acela fleet and allowed Amtrak to deploy two additional 
trainsets, generating over $50 million in additional revenue. However, similar 
improvements have not been achieved for Amtrak's conventional fleets. Improving 
the reliability and availability of the conventional fleets to a comparable level as 
Acela would result in significant financial benefit. We recommended that Amtrak 
apply the Acela maintenance practices to the conventional fleets. Amtrak 
management agreed with our recommendation and also acknowledged that 
opportunities exist for further progress. 

• On-time-Performance Incentives. Over time, we have identified more than $83 
million in overpayments to host railroads. 5 These overpayments occurred because 
host railroad invoices were not consistently calculated in accordance with the 
operating agreements between Amtrak and the respective host railroad, or were 
unsupported. These errors went undetected and the invoices were paid because 
Amtrak did not have in place an adequate invoice-review process. In a series of 
reports identifying overpayments, we made several recommendations to improve 
Amtrak's invoice-review process. Over the last 2 years, Amtrak has established an 
invoice-review process that should help avoid the practices that resulted in past 
overpayments, thereby reducing the payments that Amtrak makes to host railroads. 

An underlying cause of the deficiencies identified in these reports is the absence of, or a 
breakdown in, management controls. A sound system of management controls 
encompasses policies, processes, people, and technology, and serves the needs of all 
stakeholders by directing and controlling activities with good business savvy, 
objectivity, accountability, and integrity. For too many programs at Amtrak, sound 
control systems do not exist; we believe that this is a systemic issue that needs to be 
strategically addressed on a company-wide basis. 


• Mechanical Maintenance: Improved Practices Have Significantly Enhanced Acela Equipment Performance and 
Could Benefit Performance of Equipment Company-wide (OIG-E-201 2-008, May 21, 2012). 

5 Amtrak Invoice Review: Undetected Errors Resulted in Overpayments (OIG-A-2012-019, September 5, 2012). 
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In March 2012, we reported that Amtrak in general lacks an organization-wide system 
of management controls that provides reasonable assurance that operations are carried 
out in an efficient and effective manner. That report also found that Amtrak does not 
have a formal, coordinated, and systematic enterprise- wide framework to identify, 
analyze, and manage risk. 6 A risk management framework provides a mechanism to 
identify and deal with any risk, but focuses on risks that could prevent a company from 
accomplishing its mission and goals. We recommended that Amtrak ultimately develop 
and implement a risk management framework for the entire company, but given the 
weak management control environment, begin by focusing on its strategic goal to 
improve financial performance. 

In commenting on our report, the Chairman of the Board of Directors and the President 
and CEO stated that it is imperative that the Board discuss our recommendations with 
an answer to the time, resources, and priority needed to make a commitment. They said 
that once the Board has had an opportunity to understand the commitment this will 
take, guidance will be provided to management, and the company will provide the OIG 
with more detailed information about Amtrak's plan to implement enterprise risk 
management. We look forward to receiving the Board's response and will continue to 
monitor the status of the company's plan. 

FUTURE WORK WILL FOCUS ON ADDITIONAL 
OPPORTUNITIES TO IMPROVE EFFICIENCY AND 
EFFECTIVENESS 

As I mentioned, Amtrak needs to continue to build on its operational improvement 
initiatives. In that context, we will continue to provide reporting that is intended to 
identify opportunities for operational improvements and financial benefits. Some of the 
key issues we plan to address in FY 2013 include the following: 

• Auditing Amtrak's processes for managing its capital programs. The objective of 
this audit will be to determine the adequacy of Amtrak's capital program 
management practices; this will include policies and procedures for managing its 
capita] programs in the areas of estimating, oversight, and project closeout. Effective 
management for capital projects is critical, given that Amtrak spent almost $1 .7 
billion in FY 2011 for capital programs. 7 


6 Amtrak Corporate Governance: Implementing a Risk Management Framework Is Essential to Achieving Amtrak's 
Strategic Goals (OIG- A-201 2-007, March 30, 2012). 

1 Figure includes federal capital subsidies, American Recovery and Reinvestment Act of 2009 funds. 
Department of Homeland Security grants, and funds from various state and local entities. 
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• Completing a series of management control-focused audits in the acquisition and 
procurement area. This work is designed to identify opportunities to reduce losses 
in areas such as duplicate payments, overpayments, excessive purchases of 
inventory, and purchasing the wrong inventory. We will accomplish this work using 
data analytics tools and methodologies that we have developed during this fiscal 
year. 

• Reviewing the adequacy of contract management for two multiple-year equipment 
procurements valued together at over $800 million. We will compare Amtrak's 
management and contracting oversight practices with industry best practices, with a 
view toward controlling costs and achieving desired, timely results. 

• Reviewing the adequacy of a multiple-year information technology contract valued 
at over $565 million, according to a senior contracting official. This review will also 
use best practices analysis to determine whether the contract is structured to ensure 
that projects are delivered on time, within budget, and achieving their intended 
benefits. 

• Evaluating Amtrak's current fleet allocation and utilization practices and comparing 
them with best practices at other transportation companies. Amtrak carries about 
82,000 riders per day on more than 300 trains, utilizing an active fleet of over 1,500 
cars and more than 400 locomotives. To capture additional demand on trains with 
high ridership, Amtrak is proposing new fleet purchases. If Amtrak could better 
allocate its existing fleet to match its demand, it could potentially capture the 
additional ridership and revenue without the need for new fleet purchases. 


In conclusion, the keys to improving the efficiency and effectiveness of Amtrak's 
operations and service are (1) sustaining and fully implementing its ongoing strategic 
initiatives and (2) continuing to develop and implement new initiatives, including a risk 
management framework to continuously improve the efficiency and effectiveness of its 
operations. Such a sustained focus should, in turn, reduce the amount of federal funds 
that Amtrak needs. In that regard, my office will continue to identify opportunities to 
sustain those efforts, follow up on the company's plans for implementing an enterprise 
risk management framework, and identify new improvement opportunities. 

Mr. Chairman, in closing, I thank the Committee for its support of the Amtrak OIG. 

This concludes my testimony, and I am prepared to answer any questions that you or 
other members of the Committee may have. 
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OIG MISSION AND CONTACT INFORMATION 


Amtrak OIG’s Mission 

The Amtrak OIG's mission is to 


• conduct and supervise independent and objective 
audits, inspections, evaluations, and investigations 
relating to Amtrak programs and operations; 

• promote economy, effectiveness, and efficiency 
within Amtrak; 

• prevent and detect fraud, waste, and abuse in 
Amtrak's programs and operations; and 

• review and make recommendations regarding 
existing and proposed legislation and regulations 
relating to Amtrak's programs and operations. 

Obtaining Copies of OIG 
Reports and Testimony 

Available at our website: www.amtrakoie.eov. 

To Report Fraud, Waste, 
and Abuse 

Report suspicious or illegal activities to the OIG Hotline 
(you can remain anonymous): 


Web: www.amtrakoie.eov/hotline 

Phone: 800-468-5469 

Congressional and 

Public Affairs 

E. Bret Coulson, Senior Director 

Congressional and Public Affairs 


Mail: Amtrak OIG 

10 G Street, N.E., 3W-300 

Washington, DC 20002 

Phone: 202-906-4134 

Email: bret.coulson@amtrakoig.eov 
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The Inspector General 



October 17, 2012 


The Honorable Corrine Brown 
Ranking Democratic Member 
Subcommittee on Railroads, Pipelines, 
and Hazardous Materials 
Committee of Transportation 
li.S. House of Representatives 
.2163 Rayburn HOB 
Washington, DC 20515 


Dear Congresswoman Brown, 

in your October 11, 2012 letter to me, you requested answers to the following questions: 

1. Can you please discuss why these overpayments went undetected? 

2. Were the freight railroads charging Amtrak too much or was Amtrak paying the bill in 
the wrong amount? 

3. What action is Amtrak taking to address the problem? 

1 sincerely appreciate your interest in the work we have done to help improve the economy and 
efficiency of Amtrak and am happy to respond. 

t. Can you please discuss why these overpayments went undetected? 

The overpayments to freight railroads went undetected because Amtrak did not have in place 
an adequate invoice-review process. Weaknesses in the invoice-review process have been long- 
standing, but over the last year, Amtrak has made progress in addressing the issue. In August 
2008, we pointed out that Amtrak's management controls over the review ot invoices were 
inadequate and ineffective, and that host railroads had consistently overbilled Amtrak. in Host 
RRCA & Operations Management Controls (OIG Audit Report No. 401-2008, August 21, 2008) we 
found that: 

• Railroad monthly billings were not thoroughly and completely reviewed before 
payment. 


10 G Street, Nil, 3W-300, Washington, IXC. 20002 
202,906,4600 / Fraud Holtine800.468.S469 
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• Employees' responsibilities and functions for Host Railroad activities were not clearly 
defined and separated, 

« Departments responsible for Host Railroad activities did not have formal written 
procedures. 

<> Changes to Host Railroad Agreements were not up-to-date. 

We made recommendations to improve Amtrak's invoice-review process. In its response to our 
CSX On-Time-Performance Incentives: Inaccurate Invoices and tack of Amtrak Management Review 
Lead to Overpayments (OIG Audit Report No. 406-2005, March 30, 2010) that emphasized the 
need for Amtrak to develop an effective invoice review process, Amtrak agreed to apply 
additional resources and establish a process to thoroughly review invoices for OTP incentives 
and other costs before making payments. It also provided us with a plan showing tasks to be 
completed, with milestone dates. 

2. Were the freight railroads charging Amtrak too much or was Amtrak paying the bill in 
the wrong amount? 

The freight railroads consistently overcharged Amtrak. Since 1995, every railroad audit 
performed by the Amtrak OIG found invoice errors that resulted in overcharges to Amtrak 
totaling more than $83 million. Amtrak did not detect the errors/overcharges and paid the bills 
in the wrong amount because it did not have in place an adequate invoice-review process; i.e., 
the bills were not thoroughly and completely reviewed before payment. Since 2010, we have 
issued the following related audit reports that identified overpayments to host railroads; 

• Amtrak Invoice Review: Undetected Errors Resulted in Overpayments (OIG Audit Report No. 
OlG-A-2012-019, September 05, 2012). Over $3.5 million in overpayments found. 

<* On-Tiwe-Perfonnancc Incentives: Inaccurate Invoices Were Paid (OIG Audit Report No. OIG 
A-2012-013, June 29, 2012). Over $1.4 million in overpayments found. 

• Amtrak Invoice Review: Inaccurate Invoices Were Paid, But Progress is Being Made, to Improve 
the Invoice-Review Process (OIG Audit Report No. OiG-A-20 12-005, February 16, 2012). 

O ver $700,000 in overpayments found. 

» On-Time-Perfonmnce Incentives: Inaccurate Invoices Were Paid, Due to Weakness in Amtrak's 
Invoice-Review Process (OIG Audit Report No. 01G-A-2012-004, February 15, 2012). Over 
$9 million in overpayments found. 

• On-Thne-Pcrformance Incentives: Inaccurate Invoices were Paid Due to Longstanding 
Weaknesses in Amtrak's Invoice-Review Process (OIG Audit Report No. 403-2010, 

April 21, 201 1). Over $500,000 in overpayments found. 


10 G Street, Nil, 3W-300, Washington, D.C 20002 
202.90Q.4d00 / Proud Hotline 800.408.5469 
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O BNSF [Burlington Northern Santa Fe Raikmy] On-Time-Performance Incentives: Inaccurate 
Invoices ami Lack of Amtrak Management Review Lead to Overpayments (OIG Audit Report 
No. 407-2003, September 24, 2010). Over $1 million in overpayments found. 

o CSX On-Time-Performance Incentives: Inaccurate Invoices and Lack of Amtrak Management 
Review Lead to Overpayments (OIG Audit Report No, 406-2005, March 30, 2010). Over $20 
million in overpayments found. 

3. What action is Amtrak taking to address this problem? 

Amtrak has restructured the organization responsible for Host Railroad activities. The group 
responsible for reviewing and approving payment of monthly host railroad invoices previously 
reported to the Vice President of Transportation. In October 2010, this group - now called the 
Host Railroad Invoice Administration (HRIA) group - began reporting to the Chief Financial 
Officer. HRIA has increased its staff by 3 positions and implemented detailed procedures. These 
procedures clearly define the group's objectives and responsibilities. 

HRIA provided us documents indicating they have begun performing real time, thorough and 
complete reviews of railroad invoices prior to payments. Implementation dates for the review 
process range from March 2009 to April 2012 for various host railroads. According to Amtrak, 
they developed and implemented a HRIA Checklist for the invoice review process. This 
checklist not only holds the responsible Amtrak employees accountable, but also enables 
management to have an understanding of the steps taken to review the invoice and issues that 
prevent a full review from being conducted. Also, HRIA lias worked with Amtrak's 
Information Technology department to develop reports to facilitate a thorough and complete 
review of charges prior to payment. 

While, these actions have taken longer to complete than originally planned, they are responsive 
to our recommendations. We believe continued emphasis on effectively implementing these 
new procedures and policies should significantly reduce undetected overbillings. 

Should you have any additional questions or wish to discuss this topic more fully, please feel 
free to contact me or Bret Coulson, Senior Director for Congressional and Public Affairs, at 202- 
906-4134 or hret.coulson4tamtral toig.g ov. 



Ted Alves 
Inspector General 
Amtrak 


10 G Street, NE, 3W-300, Washington, O.C. 20002 
202.906.4000 / Fraud Hotline S00.468.S469 
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Before the United States House of Representatives 
Transportation and Infrastructure Committee 
A Review of Amtrak Operations, Part III: Examining 41 Years of Taxpayer Subsidies 
September 20, 2012 

Testimony of Peter J. Pantuso, President and CEO 
American Bus Association 

Chairman Mica, ranking member Rahall, members of the Committee, my name is Peter J, 
Pantuso and I am the President and the CEO of the American Bus Association. The American Bus Association 
(ABA) is the trade association for the bus and motorcoach industry. The ABA represents some 800 bus 
operator companies. Our members provide all manner of transportation services to the public. 

In addition to scheduled service operations provided by companies such as. Coach USA and 
Academy Bus Lines in New Jersey; Concord Coach Lines in New Hampshire; Greyhound Lines in Texas; Orange 
Belt Stages in California; ABA bus operator members like Turner Coaches in Indiana; Destinations Unlimited in 
Florida and hundreds of others providing charter and tour services, airport shuttle services and commuter 
services throughout the United States and Canada. Moreover, ABA members include destination focused 
organizations like the NY Yankees, the International Spy Museum in Washington, D.C. and the Kennedy Space 
Complex in Florida. ABA members also include an additional 3000 companies that provide motorcoach 
passengers with services. These members include tour operators, tourist attractions, convention and visitors' 
bureaus, hotels, restaurants, bus manufacturers, equipment suppliers and others that serve bus 
manufacturers and bus companies. 

In total, the private motorcoach industry provided nearly 700 million passenger trips in 2010. This 
number is comparable to the domestic airlines and many times more than those provided by Amtrak. 
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Mr. Chairman, on behalf of ABA's membership I would like to thank you for holding this hearing. I 
hope to provide the committee with some appreciation of the capabilities of the motorcoach industry in 
offering quality, efficient, safe and cost effective transportation to the people of the United States. My 
testimony will focus on the capabilities of scheduled service operations. Included in this part of the 
motorcoach industry are commuter services, airport connections, curbside and station operations. Today I 
will focus on curbside and station intercity operations. 

As you might know the intercity bus industry, led by ABA members providing curbside and station 
service, are in the midst of a remarkable surge in ridership. Moreover, according to a paper presented at the 
2011 meeting of the Transportation Research Board (TRB) curbside intercity bus travel has more than 
doubled on the "Northeastern Corridor" (generally thought of as the route between Boston, Massachusetts 
and Washington, D.C.) growing to over 7 million annual trips 1 . We have also seen growth in ridership across 
America with primarily station carriers like Greyhound Lines, an ABA member, increasing annual passenger 
volume to some twenty million. Megabus, another ABA member, providing mainly curbside service has 
grown to over 8 million passengers a year. 

The services provided by the private bus and motorcoach industry yield more than transportation 
options to the traveling public. The economic impact of the motorcoach tour and travel industry is significant. 
The ABA's research arm, ABA Foundation, has calculated that the industry has an annual impact of $112 
billion dollars, a figure which includes the industry's support of one million jobs and over $40 billion in wages. 
In addition, the total amount of taxes (state and federal) paid by the industry amounts to just under sixteen 
and a half billion dollars. (A copy of the ABA Foundation summary is attached to my testimony). Our industry 
is also the most fuel and carbon efficient mode of mass transportation, in 2010 the motorcoach fleet 
averaged 207.3 passenger miles per gallon. In fact the Union of Concerned Scientists published a report in 


1 Klein, Nicholas: "More than Just a Bus Ride: Curbside Intercity Buses" TRB 2011 Annual Meeting, Page 3. 
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2008 which found that if you had to travel anywhere from 100 to 1000 miles the most efficient mode was 
motorcoach 2 . 

What is even more remarkable is that these services are provided by an industry of 90 percent small 
businesses that receives almost no subsidy. I include as a part of my testimony a study prepared for the ABA 
by Nathan and Associates, Inc. In this study Federal Subsidies for Passenger Transportation from 1960-2009 
were examined. The conclusion: subsidies per passenger trip for Amtrak averaged $57.04 per trip, the most 
of any mode of transportation. From 2002-2009 private commercial bus was the least subsidized mode of 
transportation, including private automobile, Amtrak, private sector commercial air passenger carriers and 
publicly funded mass transit. If looked at as subsidies per passenger mile Amtrak received $0,254 and private 
sector commercial buses received a subsidy of $0,001 per passenger mite. Even with this subsidy Amtrak is 
not able to provide cost effective and in some cases time efficient transportation. 

A round trip from D.C. to New York City will cost between $36 and $58 dollars and remain time 
competitive with Amtrak 3 . The current Amtrak schedule prices the same round trip fare between $98 and 
$306 4 . Of course, that is the standard fare. For the newer and slightly faster Amtrak Acela train a O.C. to 
New York City fare will cost the passenger from $290 to $460. On other routes like Durham, NC to Richmond, 
VA Amtrak takes 4 hours and 23 minutes while costing $35 each way, whereas a direct route by Megabus 
only takes 2 hours and 45 minutes, while costing as little as $9 each way and offering more schedule options. 

We know the American public is hungry for more transportation options. A study released last week, 
the Natural Resources Defense Council (NRDC) found that three out of four Americans are frustrated with the 


2 Union of Concerned Scientists: "Getting There Greener" 

http://www.ucsusa.org/clean_vehicles/what_YOu_can_do/greentravel/getting-there-greener.html 

3 Ticket prices are for two weeks advance travel leaving on September 28 and returning September 30. All pricing 
information was taken from http://us.megabus.com/ 

4 Ticket prices are for two weeks advance travel leaving on September 28 and retuning September 30. All pricing 
information was taken from http://www.amtrak.com/home 



84 


4 

lack of transportation options that forces them to drive more than they would prefer 5 . In our view the major 
barrier to offering real passenger choice is a combination of an uneven playing field and modal stovepipes. 
While the intercity bus industry must compete in the free market its major intercity competition including 
Amtrak is heavily subsidized. As the subsidy gap between our industry and Amtrak continues to grow bus 
operators will start to lose the price and time competition, not as a function of the free market but because 
of government spending. This is because Amtrak is not required to operate like a business covering both 
operational and capital costs. Even on corridors that are "profitable" they are still not covering the costs of 
capital replacement for their fleet as a bus operator must do. While this hurts competition in densely 
populated areas it is a disaster for the industry and more importantly Americans living in more sparsely 
populated regions. 

As the Klein study makes clear the private bus industry provides the amenities wanted by the 
travelling public. The presence of Wi-Fi on each motorcoach, DVD players, plug-ins available to all with 
laptops is a normal part of any bus ride on the Northeast corridor. While the industry's bus fleets do not 
have galley kitchens in the fifty-five passenger buses, we have noticed that passengers appreciate the 
opportunity to bring food on board for the trip. Moreover, today there are bus companies that offer smaller 
vehicles with a higher level of amenities, like fewer passengers, more generous passenger seating and more 
flexible scheduling. The private bus industry's advantages in cost, efficiencies and flexibility argue for our 
complete inclusion in the nation's transportation system. 

If it is Congress's decision that there are some areas where transportation needs to be subsidized 
we propose a different paradigm. Simply stated, ABA believes that the subsidy should be limited and that the 
transportation service be required to move to a point of operational self-sufficiency. One example of this 
new paradigm is the service offered by Boston Express, a division of an ABA member which provides service 
between Manchester, New Hampshire and Boston South Station providing up to 27 roundtrips daily. Boston 

5 National Resources Defense Council news release September 12, 2012. NRDC poll findings at 
http://docs.nrdc.org/energy/files/ene_12090401a.pdf. 
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Express has carried over two million passengers while achieving a 94% fare box recovery in less than four 
years and while the economy staggered. What is also unique about this project is that in addition to creating 
fifty permanent jobs in New Hampshire it also pays terminal fees, highway tolls, taxes, fuel costs and other 
fees. New Hampshire had a choice of a rail option but instead chose intercity bus because of its cost 
effectiveness. 

Our proposal is that where the population density does not warrant the massive capital investment 
required for rail operations buses should be considered the primary intercity option. States should be given 
funding flexibility to determine how best to serve the needs of the traveling public. Granting criteria should 
include cost effectiveness and frequency of service. Modal options should be selected based on how effective 
they will be at reducing tax payer burden while serving passengers and not based on modal funding 
stovepipes. 

Our goal should be to create a seamless transportation network that enables passenger choice. 
Transportation facilities should be designed and open to all modes and not exclusive to one. We should do 
away with the concept of rail stations, airports and mass transit centers and replace them with multimodal 
facilities. If a facility is being constructed or supported using federal dollars it should be required to grant 
unfettered access to intercity bus operators and other modes of transportation. 

All of the above brings me to the main point of my testimony. It is not that Amtrak doesn't serve a 
need or is not part of the nation's transportation system. My point is that there must be room for other 
transportation modes in the system. The intercity bus industry provided nearly 700 million passenger trips in 
2010. The two large bus operators I mentioned previously (Greyhound and Megabus) provide service to 
almost the same number of people who ride Amtrak (in a record breaking year) and do so with more 
schedules, less money and in some cases more amenities than our national intercity rail carrier. They, like the 
rest of our industry, accomplish this without massive government spending. Imagine what we could do if the 
barriers to competition were removed or if states were given flexibility in using their transportation dollars. 
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Again, thank you for the opportunity to testify today and I am happy to answer any questions you 
have for me. 


Peter J. Pantuso, CTIS 
President & CEO 
American Bus Association 
111 K Street, NE 9 th Floor 
Washington, DC 20002 
Office Direct 202.218.7229 
ppantuso@buses.org 
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1. Introduction 

The U.S. passenger transportation infrastructure consists of airports, highways, 1 intercity 
rail, 2 and public transportation or mass transit systems. Federal legislation during the second 
half of the 20 lh century spurred development of the infrastructure. 

• Airports. Federal government involvement in the development of private sector commercial 
air transportation can be traced back to the Air Mail Act of 1.925, which authorized the 
postmaster general to contract for domestic airmail service with commercial air carriers. By 
doing so, the Federal government helped create the private sector commercial aviation 
industry. 3 However, Federal support for airport development began in earnest in 1970 with 
passage of the Airport and Airway Development Act, which established the Airport 
Development Aid Program (ADAP) and the Airport and Airway Trust Fund (AATF). 4 

A Alt' provides Federal funding for development of the U.S. aviation system through 
aviation-related excise taxes, including airline passenger ticket taxes, head taxes on 
international passenger arrivals and departures, aviation fuel taxes, and air freight taxes. 

• Highways. The Federal-Aid Highway Act of 1956 created the interstate highway system, the 
largest public works program in U.S. history. 5 The Act authorized $25 billion for fiscal years 
1957 through 1969 for the construction of 41,000 miles of highway, 6 The Highway Revenue 
Act of 1956 created the Highway Trust Fund (HTF) to be the source of funding for the 
program. Prior to the HTF, the general fund of the U.S, Treasury was the source of federal 
funding for highway construction. Proceeds from motor fuel and vehicle taxes were 
credited to the general fund. There was no direct relationship between these tax revenues 


1 Bus terminals are considered part of the highway transportation infrastructure. 

2 Rail stations are considered part of the intercity rail transportation infrastructure. 

5 "Airmail: The Airmail Act of 1925 through 1929/' U.S. Centennial of Flight Commission, July 20D9, available 
at http:/ /www.centenmalofflight.gov/essav/Government Role/1925-29 airmai]/POL5.htm . 

^Airport System Development, Office of Technology Assessment, U.S. Congress, Washington, DC, OTA-STI-231, 
August 1984, available at http://www.pnnceton.edu/~ota/ disk3/1984/8403/8403.PDF . 

5 Wendell Cox and Jean Love, "The Best Investment a Nation Every Made, A Tribute to the Dwight D. 
Eisenhower System of Interstate and Defense Highways," American Highway Users Alliance, June 1996, 
available at http:/ / www.publicpurpose.com/ freewavl.htm . 

6 Richard F. Weingroff, "Federal- Aid Highway Act of 1956: Creating the Interstate System," Federal Highway 
Administration, U.S. Department of Transportation, 1996, available at 
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revenue totaled $90 million, the aviation industry would have received a Federal subsidy of 
$10 million. 

It is important to note that our definition of a subsidy does not take into account all economic 
and social costs of the use of a particular mode of transportation. More specifically, we do not 
attempt to account for externalities, such as environmental or congestion costs of using one 
mode of transportation versus another. We consider only Federal outlays and Federal excise 
tax revenues. 

This study comes at an important time. The existing authorization for Federal surface 
transportation programs expired on September 30, 2009. Enacted on August 10, 2005, the Safe, 
Accountable, Flexible, Efficient Transportation Equity Act: A legacy for Users (SAFETEA-LU), 
has survived via continuing resolutions. Surface transportation funding and spending 
authority were extended through December 31, 2010 at levels set in the fiscal 2010 
Transportation Appropriations Act. 

Our study reminds policymakers of inequities found in Federal support for passenger 
transportation that have effects on industry development and growth. Just as the Airmail Act 
of 1925 promoted the private aviation industry at the expense of railroads, uneven Federal 
support creates advantage for some industries and disadvantage for others. 

This is not our first subsidy study. Our initial study was released in 1989. 14 Until then, no one 
had provided subsidy estimates for all modes in a single study at the level of detail we 
provided. Since then, we have updated our estimates, beginning with a July 1995 report, then 
an April 2003 report, and, most recently, a September 20, 2007 report. Along the way, the 
Bureau of Transportation Statistics (BTS) of the U.S. Department of Transportation (DOT) 
released a December 2004 report "Federal Subsidies to Passenger Transportation." 15 The BTS 
study was similar to those we had been producing since 1989. More important, the BTS study 
found subsidy disparities similar to those we had been estimating and documenting since 
1989. 

Our past studies have all reached a common conclusion: the private sector commercial bus 
industry has been disadvantaged by inequities in the distribution of Federal subsidies. 
Regardless of how the subsidy is expressed — total amount, amount per passenger trip, or 
amount per passenger mile — the bus subsidy is a minute fraction of the subsidy received by 
each of the other passenger transportation modes. In absolute terms and relative to other 
commercial modes of passenger transportation, the private sector commercial bus industry 
pays its fair share of the Federal cost of highways and related services. 


14 "Federal Subsidies for Passenger Transportation, 1960-1988: Winners, Losers, and Implications for the 
Future/' Robert R. Nathan Associates, Inc., Washington, DC, May 1989. 

15 Available at 

http: / / www.bts. gov/ programs/ federal subsidies to passenger transportation/ pdf /entire. pdf . 
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2. Data 


Data required for estimating subsidies include: 

• Annual Federal government outlays on airports and related services, highways and related 
services, intercity rail, and mass transit; 

• Cost responsibilities of each airport and highway mode; and 

• Trust fund contributions (excise tax revenues) of each airport and highway mode. 

We also collected data on passenger trips and passenger miles. Subsidies per passenger trip, 
as well as per passenger mile are useful ways to normalize estimates for the purpose of 
making intermodal comparisons. More important, subsidies per passenger trip can be 
measured against ticket prices or, with respect to travel by automobile, fuel costs of auto trips 
for better understanding of the significance of the subsidy to travelers. 


Federal Outlays 

Outlays are reported in the budget of the U.S. government More specifically, the Appendix to 
the budget presents outlays by agency, program, and account . 16 All budget accounts are 
either Federal funds or trust funds. Federal funds are for all transactions not required by law 
to pass through trust funds. The largest of the Federal funds group is the general fund, but 
special and revolving funds, both of which can be earmarked for spending on specific 
purposes, are also part of the Federal funds group. The trust funds group consists of funds 
designated for spending on specific purposes, such as the HTF and the AATF. 

Although most data we rely on are reported in the DOT budget, data for earlier years were 
sometimes found in budgets of entities no longer in existence, for example, air transportation 
system outlays that were made by the now defunct Civil Aeronautics Board (CAB). Moreover, 
other departments such as the newly created Department of Homeland Security (DHS) and 


16 


See http: / / www.whitehouse.gov/ omb/budget/ Appendix for the fiscal 2011 budget, 
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US federal Outlays on Airports and Related Services, 1960-2009 (S milium) 
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LIS. Federal Outlays on Intercity Rail Passenger Transportation (Amtrak), 1960-200 






96 


fillii 

Additional Outlays Earmarked for Intercity Buses ($ million) 







1992 

3.8 

- 

- 

3.8 

1993 

6.7 

- 

- 

6.7 

1994 

3.1 /b 

- 

- 

3.1 

1995 

14.9 jb 

- 

- 

14.9 

1996 

11.6 /b. 

- 

- 

11.6 

1997 

8.5 /b 

- 

- 

8.5 

1998 

12.6 

- 

- 

12.6 

1999 

16.3 

1.1 

- 

17.4 

2000 

19.4 

0.8 

- 

20,2 

2001 

14.9 

2.9 

- 

17.8 

2002 

18.5 /c 

5.1 

9.9 /h 

23.6 

2003 

19.8 /c 

6.6 

9.9 /h 

36.3 

2004 

17.7 /c 

6.9 

9.9 

34.5 

2005 

20.4 /c 

6.6 

9.7 

36.7 

2006 

44.4 /c 

5.7 

9.5 

59.6 

2007 

35. 9 /c 

8.0 /f 

11.6 

55.5 

2008 

43.4 /c 

8.0 H 

11.2 

62.5 

2009 

43,4 /d 

8.0 /d 

11.7 

63.0 


a. Under ISTEA-LU and ISTEA-21, states are obligated to spend a percentage of non-urban transit grants on intercity 
bus service (see U.S. Code Title 49, 5311(f) ). The percentage has varied over time, beginning with five percent in 1992, 
10 percent in 1993 , and 15 percent thereafter. See http://imm.fta. dot.gov/funding/data/gmnts_finan dng_J090,h tml 

b. Estimated from available data on obligations after state certification. 


c. See Appendix A. 

d. Datum not available, so fiscal 2009 value assumed equal to fiscal 2008 value. 

e. ISTEA-21, Section 3038 created the over- the- road bus accessibility program to encourage compliance with the 
Americans with Disabilities Act Data provided by the American Bus Association, 

f. Reported data are for 2007 and 2008 combined. We allocated the sum to each year equally, 

g. Provided by the American Bus Association, 

h. Reported data are for 2002 and 2003 combined. We allocated the sum to each year equally, 

SOURCE : Appendix Budget of the United States Government, fiscal 1960-2011 , unless otherwise noted above. 


Cost Responsibilities of Airport and Highway Modes 

Airports and highways are used to move freight and people. Moreover, people travel by air in 
scheduled commercial airlines, military and other government aircraft, and general aviation 
aircraft. People travel by highway in autos, buses, trucks, and other vehicles. 

Costs imposed on the air and highway transportation systems vary by mode and intensity of 
use. For example, a single trip by a heavy truck hauling freight will impose more wear and 
tear on a highway than a single auto trip. But the cost difference might be evened out as auto 
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Trust Fund Contributions of Airport and Highway Modes 

Excise taxes are the source of revenue for the AATF and HTF. AATF tax receipts are reported 
for private sector commercial passenger transportation service. However, HTF tax receipts are 
not reported separately for automobiles and commercial bus service. Instead, HTF receipts 
must be estimated by mode. Again, fortunately, DOT periodically estimates contribution 
shares. 

AATF EXCISE TAX RECEIPTS FROM PRIVATE SECTOR 
COMMERCIAL PASSENGER AIR TRANSPORTATION SERVICES 

Listed below are the AATF excise taxes relevant to private sector commercial passenger 
transportation service, as well as a brief history of tax rates. 

• The domestic commercial air transportation passenger ticket tax began at five percent in 
fiscal 1970, rose to eight percent in 1971, fell back to five percent in 1981, rose again to eight 
percent in 1983, and rose again to 10 percent in 1990 before declining to nine percent in 
1998, eight percent in 1999, and 7.5 percent in 2000. Today's tax remains at 7.5 percent. 

• The passenger segment fee began on October 1, 1997 and was set at a rate of $1.00 per 
domestic flight segment. The fee rose to $2.00 beginning October 1, 1998; $2.25 beginning 
October 1999; $2,50 beginning January 1, 2000; $2.75 beginning in 2001; and $3.00 beginning 
in 2003. Thereafter, the fee was adjusted by changes in the cost-of-living as determined 
under IRC Section 1(f)(3). In 2009, the fee was $3.60. 

• A rural airports tax is levied at 7.5 percent of domestic ticket prices at qualified rural 
airports exempt from the segment tax. 

• International passenger departure/arrival taxes began in fiscal 1971 at a rate of $3.00 per 
international departure only, doubled to $6.00 per international departure and arrival in 
1990, doubled again to $12.00 in 1998, and has steadily increased since to reach $16.10 in 
fiscal 2009. 

• An arrival/ departure tax on flights between the continental United States and Hawaii or 
Alaska was levied at $8.00 in 2009 and lesser amounts in earlier years. 

• Aviation fuel tax on commercial aviation. 

Although there are other aviation related excise taxes, such as the tax on non-commercial fuel, 
tires, etc., we do not include them in our analysis of excise tax revenue from private sector 
commercial passenger transportation. Total annual AATF excise tax revenues are presented in 
Table 7. 
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HTF EXCISE TAX RECEIPTS FROM AUTOS AND COMMERCIAL 
BUS SERVICE 

Since 1960, HTF receipts (Table 8) have been generated from Federal excise taxes on gasoline, 
gasohol, diesel fuel, special motor fuels, lubricating oil, tires, and tubes, as well as a federal 
use tax. However, from 1996-2005, receipts have been generated mostly by motor fuel excise 
taxes. 17 The gasoline tax has risen from 18.34 per gallon to 18.44. The gasohol tax has risen 
from 12.9<t per gallon to 18.44. The diesel fuel tax has risen from 24.34 per gallon to 24.44. The 
excise tax on special fuels declined from 18.34 per gallon to 13.64. 

lattieS 

HTF Total Receipts, Highway Account, 1960-2009 ($ million) 
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Throughout our period of analysis, intercity buses have been exempt from the diesel fuel tax, 
initially fully and later only partly. 18 Beginning December 1, 1978, school buses and intercity 
and local buses used to transport the general public for compensation on scheduled routes 
were entirely exempt from the motor fuel tax. Effective August 1, 1984, intercity buses were 
only partly exempt. 

The diesel fuel tax, which is currently 24.4c per gallon, consists of 24.3C per gallon for the fuel 
tax itself and an additional 0.1C per gallon for the leaking underground storage tax (LUST). 
After refunds, intercity bus operators pay 7.4C per gallon of diesel fuel. 19 


Passenger Trips and Miles Data 

Normalizing subsidy estimates for comparisons across modes requires data on passenger 
trips (Table 10) and passenger miles (Table 11). Although one might think such measurements 
are straightforward and reported data are consistent across modes, in fact, they are not. 

• U.S. Commercial Air Carrier Service. Passenger trips are counted as enplaned passengers by 
flight segment. Passenger miles are counted by summing the products of aircraft miles 
flown on each inter-airport flight stage and the number of enplaned passengers on that 
flight stage. 20 

• Private Sector Commercial Bus Service. The industry counts passengers and passenger trips on 
regularly scheduled service as ticket sales. A one-way ticket is counted as one passenger 
trip. A round trip ticket is counted as two passenger trips. Passenger trips are not counted 
as boardings on multi-segment trips, unless passengers use different carriers requiring 
separate ticketing for different segments. Charter service operators do not sell individual 
tickets. Instead, they sell the service of a bus, often not knowing how many passengers are 
on the bus that has been chartered. 

• Amtrak. Amtrak passenger data are more straightforward than data for buses, but still not 
clearly consistent with commercial air carriers and mass transit. Passenger trips are counted 
as revenue passengers carried, which is apparently based on ticket sales. Passenger miles 
are computed as train miles and revenue passengers carried. It is not clear whether Amtrak 
counts revenue passengers carried by trip segment. 


18 See Highway Statistics 2005 Federal Tax Rates on Motor Fuels and Lubricating Oil. 

19 See Title 26, Internal Revenue Code, Subtitle D, Miscellaneous Excise Taxes, Chapter 31, Retail Excise Taxes, 
Subchapter B, Special fuels. Section 4041 (a) (1) (C) (iii) (I) and Section 4081 (a) (2) (A) (iii) (B), as well as 
Subtitle F, Procedure and Administration, Chapter 65, Abatements, Credits, and Refunds, Subchapter B, 
Rules of Special Application, Section 6427 (b) (2) (A). 

20 See the Research and Innovative Technology Administration (RITA) at the Bureau of Transportation 
Statistics (BTS), U.S. Department of Transportaion T-100 Market (domestic and international) database which 
includes flights by all U.S. commercial airlines but for those with origins and destinations in a foreign 
country. Data are available at 
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Table It 


i by Mode, 1960-2009 (millions) 
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3. Methodology 


The methodology of our study rests on a few basic concepts implicit in the data requirements 
and development of data presented in the previous section. The two most important of these 
are the notions of mode-specific responsibilities for costs of airports and related services and 
highways and related services and user fees. Users of airports and highways contribute to 
system costs by paying aviation and highway related excise taxes. 

With the databases of Section 2, annual subsidies can be calculated using the following simple 
mathematical equations: 

• Private Sector Commercial Passenger Air Carriers 

Subsidy = (Outlays on airports and related services x Percentage of system cost attributable 
to private sector commercial air passenger service) - AATF receipts from private sector 
commercial air passenger service 

• Automobiles 

Subsidy = (Outlays on highways and related services x Percentage of cost attributable to 
passenger cars) - (Total HTF receipts x Contribution share of passenger cars) 

• Private Sector Commercial Buses 

Subsidy = (Outlay on highways and related services x Percentage of cost attributable to 
buses) + Outlays earmarked for the private sector commercial bus industry - (Total HTF 
receipts x Contribution share of buses) 

• Amtrak 

Subsidy = Federal outlays for Amtrak capital and operating costs 

• Mass Transit 

Subsidy = Federal outlays for mass transit 
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4. Results 


Little has changed since release of our first subsidy study. From 2002-2009, private sector 
commercial air passenger carriers, Amtrak, and mass transit combined received 98.6 percent 
of the total federal subsidy. Automobiles and private sector commercial buses each received 
less than one percent (see Table 12 for a summary of estimated subsidies and Appendix B for 
estimated annual subsidies). 

From 2002-2009, subsidies per passenger trip were significantly different across modes, with 
Amtrak and private sector commercial air passengers receiving subsidies as much as 400 
times greater than passengers of less subsidized modes (Figure 1). 

• Amtrak passengers received $57.04 per trip. 

• Private sector commercial air passengers received $6.35 per trip. 

• Mass transit riders received $0.95 per trip. 

• Private sector commercial bus passengers received $0.10 per trip. 

When considering subsidies per passenger mile, again Amtrak received most. However, 
because of the relatively short distances traveled by mass transit riders, on a per passenger 
mile basis, mass transit is the second most highly subsidized mode (Figure 2). 

• Amtrak received a subsidy of $0,254 per passenger mile. 

• Mass transit received a subsidy of $0,193 per passenger mile. 

• Private sector commercial air passenger carriers received a subsidy of $0,008 per passenger 
mile. 

• Private sector commercial buses received a subsidy of less than $0,001 per passenger mile. 
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Subsidies per Passenger Trip, 1960-200'! and 2002-2009 (constant 2009 $) 



1960-2001 2002-2009 

:® Private sector commercial air passenger carriers ■ Automobiles * Private sector commercial buses ■ Aintrak » Mass transit] 


Figure 2 


Subsidies per Passenger Mile, 1960-2001 and 2002-2009 (constant 2009 $) 
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figure 4 

Subsidy by Mode in Fiscal 2009 ($ million) 


mam- 
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» Private sector commercial air passenger carriers * Automobiles 

s Private sector commercial buses * Amtrak 
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The private sector commercial bus industry subsidy is nearly fully accounted for by its partial 
exemption from tire diesel fuel tax. Even with the exemption, when taking into account the 
Federal costs buses impose on highways and related services and the excise tax revenues paid 
by the industry, the industry receives virtually no subsidy. Unlike tire other modes of 
passenger transportation, bus industry tax revenue nearly offsets total Federal outlays on 
behalf of the industry. 

Without the partial exemption, which is worth 170 per gallon of diesel fuel purchased by die 
industry, private sector commercial bus service would have contributed an additional $56.3 
million to the HTF in 2009. 23 This additional amount would have cut the industry's already 
negligible subsidy of $83 million in 2009 by two-thirds. Considering the private sector 
commercial air passenger industry's subsidy of $5 billion, Amtrak's subsidy of $1.8 billion, 
and mass transit's subsidy of $11.3 billion in 2009, loss of the partial exemption would have 
insignificant effect on Federal outlays, but significant effect on the private sector commercial 
bus industry. 


2 According to the American Bus Association, the industry consumes approximately 331 million gallons of 
diesel fuel in a year. See "Motorcoach Census 2008: A Benchmarking Study of the Sire and Activity of the 
Motorcoach Industry in the United States and Canada in 2007," Table 2-5, p. 10, available at 
http: /7 www.buse s.Qrg / files/Motorcoach%20Census%2G2008%2012-18-2008-pdf . 
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Appendix A 


Outlays under U.S. Code Title 49, Section 5311(f): FTA Grante for 
Non-urban Intercity Buses 
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Nathan Associates Inc, contacted state Departments of Transportation to request data on FTA 
Section 5311(f) amounts actually spent. Each state was provided annual obligated amounts for 
2002 through 2008. They were asked to submit annual amounts spent. 

From 2002 through 2008, $247.6 million were obligated under FTA Section 5311(f). No funds 
were obligated during the period in six states (Alabama, Connecticut, Hawaii, Oklahoma, 
Rhode Island, and South Carolina). 

States that responded to our request by providing amounts spent accounted for 57.3 percent 
of the total obligated amount. For these states, when aggregating actual spending across states 
and years, spending equaled 81.3 percent of the aggregate obligated amount. For states with 
obligated amounts that did not respond (19), we estimated actual spending to equal 
81.3 percent of their obligated amounts. 
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Tattle fti 

FT A Section 5311(f) Amounts Spent by State and Year, 2002-2008 ($) 


a... 


Mi 


2004 

MM 

- 

1 

3007 


mmimi 

| Alabama 



0 

0 

0 

0 

0 | 0 

0 

t Alaska /a 



98,291 

113,475 

85,005 

0 

615,404 


683,715 


1,486,461 

| Arizona 



267,628 

311,292 

422054 

526,281 

724,098 j 

1,130,187 


1,379,079 | 

| Arkansas 



19,615 

93,053 

70,000 

469,289 

355,166 | 

798,822 


128,680 j 

| California 



1,582,891 

1,540,314 

1,537,391 

1,609,162 

2,890,933 


2,999,801 


3,228,472 j 

i Colorado /a 


0 

0 

0 

0 

691,443 

92,349 

b I 

| Connecticut 



0 

0 

0 

0 

0 

0 

b j 

| Delaware / a 



81,305 

462,037 

153,140 

249,689 

128,177 

0 

345,702 | 

1 Florida 

1,017,552 

1,004,593 

1,002,686 

1,049,495 

1,710,305 

1,802662 

1,939,252 | 

j Georgia 

1,162,859 

0 

958,942 

639,294 

2,167,267 

2,167,267 


| Hawaii 

0 

0 

0 

0 

0 

0 


j Idaho 


555/295 

312,269 

275,447 

288,306 

598,673 

769,536 

829,948 | 

Illinois /a 

884,160 

873,324 

434,835 

1,632,973 

1,439,806 

1,516,792 

1,634,815 

Indiana 

381,188 

468,143 

841,404 

489,267 

139,747 

207,333 

227,227 

Iowa /a 

549,352 

588,567 

587,450 

614,875 

1,026,146 

1,083,381 

1,168,460 

Kansas /a 

436,992 

481,043 

171,505 

232443 

-129,518 

'237,389 

951,700 

Kentucky /a 

721,378 

804,130 

802605 

825,570 

1,300,752 

1,372327 

1,481,729 

Louisiana /a 

596,631 

596,741 

0 

656,226 

1,044,517 

1,080,656 

1,168,457 

Maine 

354,333 

384,267 

383,538 

0 

1,083,652 

716,256 

770,793 

Maryland /a 

0 

jp 

0 

0 

0 

533,408 

573,995 

Massachusetts /a 

696,604 

231,968 

231,528 

242336 

353,783 

372,735 

402,169 

Michigan 

1,283,898 

1,314,652 

961,474 

1,387,208 

1,833,160 ^ 

1,889,214 

0 

Minnesota 

786,856 

738,811 

882813 

889,669 

922,272 

1,461,763 

1,793,157 

Mississippi /a 

585,804 

1,087,982 

o" 1 

734-758 

1,172361 

2405,252 

1,329,881 

Missouri 

0 

493,661 1 

593,955 

580,919 

1,323,842 

451,091 

1,219,304 

Montana 

217,563 

267,116 

233,602 

279,055 

765,734 

990,460 

1,068,791 

Nebraska /b 

123,824 

120,653 

0 

140,026 

141,172 

140,500 

137,590 

Nevada /a 

0 

261,374 

111,976 

110,177 

474,400 

0 

1,726,600 

New Hampshire 

20,934 

101,018 

5,376 

0 

0 

0 j 

0 

New Jersey /a 

0 

0 

212,178 

0 

0 

0 

0 

New Mexico /a 

487,119 

402329 

718,795 

0 

0 

905,521 

1435,660 

New York /a 

l~~ 1,350,593 

1,128,000 

0 

1,125,860 

1,178,418 

0 

3,655,145 

North Carolina /a 

203,127 

0 

0 

0 

812506 

609,380 

2550,947 

North Dakota fb 

155,250 

147,362 

155,486 

198,264 

500,935 

566,000 

582661 

Ohio 

0 

40,239 

96,734 

96,734 

101,570 

105,000 

125,000 

Oklahoma 

0 

0 

°_J 

0 

0 

0 

Q 

Oregon /a 

386,627 

425,997 

938,249 

203,127 

10,009,480 

1,045,834 

1428,238 

Pennsylvania 

1,723,068 

1,627,508 

1,624,419 

1,700,255 

2526,139 

2,661,200 

2869,085 

Rhode Island 

0 

0 

0 

0 

0 

6 

0 

South Carolina 

0 

0 

0 

0 

0 

0 

b 

South Dakota 

0 

0 

0 

0 

93,911 

158,528 

110,937 

Tennessee 

0 

0 

0 

0 

93,911 

1,821,183 

276,018 

Texas 

1,069,631 

2421,619 

2417,023 

2529,858 

4,214,390 

1,189,898 

1,933,094 

Utah 

0 

0 

0 

0 

0 

285,150 

0 

Vermont 

0 

0 

0 

0 

0 

0 

0 

Virginia 




110,276 

128,914 

139,224 

136,905 

Washington /a 

494,794 

516,695 

515,714 

539,789 

968,420 

1,022808 

1403,080 

West Virginia 





484,178 

166,384 

190,000 

Wisconsin 

208,582 

211,892 

177,653 

74,043 

71,531 

87,588 

49,24-4 

Wyoming /a 

0 

196,815 

119,291 

124,860 

471,687 

239,829 

536,699 

Total 

18,503,742 

19,766,939 

17,722266 

20,350,083 

44,429,283 

35,906,624 

43,441,986 


a. Estimated from reported obligation and actual amounts spent as a share of obligation for those states that reported amounts spent. See Table 
A-2 for estimates mid Table AS for reported amounts. 
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Table fl-2 

Estimated FTA Section 5311(f) Amounts Spent by State and Year for States that Did Not Report 
Amounts Spent, 2002-2008 ($) 
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Tattle A-3 

Reported FTA Section 5311(f) Amounts Spent by State and Year 


; State 

_ || 

Reported 
Obligated | Spent 

a;;n - 

S*|K»w» ! i Reported 

ONiaste: &£& Obligated ; Spent 

. 2C 

Obligated 

05___ 

Reported : 
Spent 

’ Arizona 

319,623 

267,628 

481,156 

311,292 

470363 

422,054 

663,055 

526,281 

■ Arkansas 

46,001 

19,655 

158,710 

93,053 

70,000 

70,000 

469,289 

469,289 

| California 

1,582,391 

1,582,891 

1,540,314 

1,540,314 

1337,391 

1,537.391 

1,609,162 

1,609,162 

Florida 

1,017,552 

1,017,552 

1,004,593 

1,004,593 

1,002,686 

1,002,686 

1,049,495 

1,049,495 

! Georgia 

1,993,384 

1,162,859 

1,186,108 

Q 

1,016,107 

958,942 

0 

639,294 : 

| Idaho 

268,571 

555,295 

275,970 

312,269 

275,447 

275,447 

288,306 

288,306 

| Indiana 

392,005 

381,188 

468,996 

468,143 

844,957 

841,404 

0 

489,267 ; 

Main? 

354,333 

354333 

384,267 

384,267 

383338 

383,538 

0 

0 ! 

I Michigan 

1,283,901 

1,283,898 

1,343,523 

1,314,652 

1,340,973 

961,474 

1,403,575 

1,387.208 | 

Minnesota 

785,994 

786,856 

738,811 

738,811 

882,813 

882,813 

881,138 

889,669 ’ 

I Missouri 

0 

0 

0 

493,661 

551377 

593,955 

631,971 

580,919 j 

j Montana 

217,563 

217,563 

267,116 

267,116 

233,602 

233,602 

312,061 

279,055 j 

Nebraska /a 







143,495 

140,026 j 

New Hampshire 

69,142 

20,934 

99,526 

101,018 

32,805 

5,376 

21,344 

0 

North Dakota /a 







130377 

198,264 

Ohio 

1,544.645 

0 

1,450,666 

40,239 

1,613,162 

96,734 

1,688,470 

96,734 

Pennsylvania 

1,723,068 

1,723,068 

1,627,508 

1,627,508 

1,624,419 

1,624,419 

1,700,255 

1,700,255 

South Dakota 

0 

0 

0 

0 

0 

0 

0 

0 

Tennessee 

0 

0 

0 

0 

0 

G 

0 

f L 

2329,858 

Texas 

1,878, .362 

1,069,631 

-77,204 

2,421,619 

4,605,724 

2,417,023 

2,529,858 

Utah 

0 

0 

0 

0 

0 

0 

0 

0 

Vermont 

0 

0 

0 

0 

0 

0 

0 

0 

Virginia 

0 

0 

0 

0 

0 

0 

110,276 

110,276 

West Virginia 

0 

0 

0 

0 

0 

0 

0 

0 

Wisconsin 

225,694 

208,582 

229,610 

211,892 

232,100 

177,653 

87,731 

74,043 

Total 

13,702,729 

10,651,893 

11,179,670 

11,330,447 

16,717,664 

12,484,511 

13,720,058 

13,057,401 


(continued) 
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Tablsi-S (continued) 




Hi 


astm 





KJ 

R&ported 

Spent; 

' 724 ' 098 

KS3 

Jpwt 

1,472,904 

Reported 

SASHSl 

1,379,079 


Reported 

|§|i|g 

: Arkansas 

576,395 

355,166 

9®, 888 

798,822 

647,693 

128,680 

2,868,976 

1,934,625 

674% ; 

; California 

2,890,933 

2,890,933 

2,999,801 

2,999,801 

3,228,472 

3,228,472 

15,-388,964 

15,388,964 


: Wond* 

1,710,305 

1,710,305 

1,802,662 

1,802,662 

1,939,252 

1,939,252 

9,526,545 

9,526,545 

100.0% 

! Georgia 

1,326,905 

2,167,267 

4,218,693 

2167,267 

2,441,514 

2,067,010 

12,182,711 

9,162,639 

75.2% ; 

Idaho 

726,855 

598,673 

769,017 

769,536 

829,948 

829,948 

3,434,114 

3,629,474 

105.7% j 

| Indiana 

0 

139.747 

0 

207^133 

0 

227,227 

1,705,958 


L m:5% 

: Maine 

1,083,652 

12)83.652 

716,256 

716,256 

770,793 

770,793 

3,692,839 

3,692,839 

100,0% j 

j Michigan 

2,168,220 

1,833,160 

2,277,715 

1,889,214 

0 

0 

9,817,907 

8,669,606 

88.3% j 

,» 

mm 

922,272 

1,592,960 

1,461,763 

1,676,769 

1,793,157 

7,480,757 

7,475,341 

99.9% 

] Missouri 

352,475 

1,323,842 

265,000 

451,091 

1,299,850 

1.219,304 

3,100,873 

4,662,772 

1504% 

\ Montana 

0 

765,734 

1,756,194 

990,4® 

1,068,791 

1,068,791 

3,855,327 

3,822,321 

99,1% j 


144,002 

141,172 

144,002 

140,500 

146,813 

137,590 

578,312 

559,288 

96.7% j 

! New Hampshire 

0 

0 

0 

0 

0 

0 

22.2,817 

1.27,327 

57.1% 

| North Dakota /a 

570.565 

500,935 

0 

566,000 

1,273,973 

582,661 

1,975,115 

1,847,860 

93,6% j 

| Ohio 

2,295,170 

101,370 

2,627,939 

105,000 

2,608,210 

125,0® 

13,828,262 

565,27 7 

4.1% 

Pennsylvania 

2,526,139 

2,526,139 

2,661,2® 

2661,200 

2869,085 

2,869,085 

14,731,674 

14,731,674 

100.0% 

South Dakota 

a 

93,911 

0 

158,528 

370,036 

110,937 

370,036 

363,376 

98.2% 

Tennessee 

1,759,2 27 

1,178,682 

1,858,350 

1,821,183 

2,123,216 

276,018 

5,740,793 

3,275,883 

37,1% 

Texas 

3,581,349 

4,214,390 

5,266,611 

1,189,898 

4,490,972 

1,933,094 

22,275,672 

15,775,513 

70.8% 

Utah 

0 

0 

500,000 

285,150 

686,652 

0 

1,186,652 

285,150 

24.0%' 

Vermont 

0 

0 

0 

0 

0 

0 

0 

0 

0.0% 

Virginia 

128,914 

128,914 

139,224 

139,224 

136,905 

136,905 

515,319 

515,319 

1000% 

West Virginia 

150,000 

484,178 

140,000 

166,384 

177,963 

190,000 

467,963 

840,562 

179.6% 

Wisconsin 

71,531 

71,531 

438,634 

87,588 

75,723 

49,244 

1,361,023 

880,533 

64,7% 

Total 

22.881,730 

23,956,271 

33,304,993 

22,705,047 

30,335,534 

21,062,247 

141,842378 

115,247,817 

81.3% 


it. Reported mounts spent beginning in 2005 , but not for miter years. Hence, we exclude obligated amounts in 2002 through 2004 in our calculation of 
amounts spent as a share of obligated amounts. 

SOURCE: Obligated amounts are mmitdtle at httpffwiuw.jia.dgl.g0v/fimding/d(tttfgrimlsJtnimcing„lQ9O.html. 
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Appendix B 

Estimated Annual Subsidies 
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Table B-1 

Federal Subsidies for Private Sector Commercial Air Passenger Sendee, 1960-2009 ($ million, 
unless noted) 
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Table 8-2 

Federal Subsidies for Automobiles, 1960-2009 ($ million , unle 


19,610 


19,926 


19,689 


20,968 


-0.00004 
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Table B-3 

Federal Subsidies for Private Sector Commercial Buses, 1960-2009 ($ million, unless noted) 
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TaWB 8-8 

Federal Subsidies for Mass Transit, 1960-2009 ($ million, unless noted) 
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American Bus Association Foundation 
Economic impact of the Motorcoach Tour and Travel Industry 


aba foundation 


The Motorcoach Tour and Travel Industry Creates Jobs in America 

United States companies that provide motorcoach services to intercity travelers and group tours are a 
critical part of the country's economy. Motorcoach operators, along with the companies that supply 
services and materials to them, provide well paying jobs in America and pay significant amounts in tax 
to local, state and federal governments. 


Economic Impact of Motorcoach Based Travel in the United States 



Direct 

Supplier 

induced 

Total 

Jobs (FTE) 

608,200 

147,400 

301,200 

1,056,800 

Wages 

$ 19,010,656,500 

$ 7,808,208,800 

$ 13,768,603,500 

$ 40,587,468,800 

Economic Imoact 

$ 42.281.666.900 

$ 24.527.578.500 

$ 45.858.287.600 

$112,667,533,000 


The Motorcoach industry is a Crucial Part of America's Economy 

❖ Companies in the United States that provide motorcoach services to tourists, travelers and commuters 
employ as many as 127,600 people in the country. In addition, companies that supply services to 
motorcoach passengers, such as hotels, restaurants and entertainment venues employ as many as 
480,600 additional people in the United States. [1] 

❖ These are good jobs, paying an average of $31 ,260 in wages and benefits. And today, every job is important 
In fact, in the United States the unemployment rate has reached 8.2 percent. This means that there are 
already 12,749,000 people trying to find jobs in the country, and collecting unemployment benefits. [2] 

The Economic Benefit of The Motorcoach Tour and Travel Industry is Felt Throughout the Country 

❖ Not only does the motorcoach travel industry create good jobs in the United States, but the industry also 
contributes to the economy as a whole. In 2009, about 147,400 people worked for firms that supplied 
goods and services to companies working with motorcoach passengers. These include a wide range of 
companies from wholesalers, to accountants, to fueling stations. All told, nearly $ 112.7 billion in total 
economic activity in the United States can be attributed to the motorcoach tour and travel industry. 

❖ In addition to providing good paying jobs for thousands of workers in the United States motorcoaches are 
the most fuel- and carbon-efficient mode of passenger transportation. Motorcoach travel averages 206 
passenger miles per gallon compared to commuter rail at 92, transit bus at 31 , personal automobiles at 
27 and hybrid cars at 46 passenger miles per gallon. 

❖ Motorcoach travel also alleviates congestion on local roads, city streets and major arteries by removing 
cars from travel lanes; adds productivity to the workforce, and reduces pavement wear, In America, motor- 
coach travel saves 44.2 million gallons of fuel, 63 million hours of wasted time and $1 .2 billion annually. [3j 

❖ Motorcoaches bring millions of tourists who support local economies, and provide efficient, flexible and 
cost effective transportation, linking commuters to employment, and airports and rail stations to the 
surface transportation network. Motorcoaches provide the only form of public intercity transportation to 
millions of rural residents. This is all accomplished by an industry of small businesses with little to no 
taxpayer subsidies. 

The Country Also Benefits from the Taxes Paid by the Industry 

❖ Not only does the motorcoach travel and tourism industry 
create jobs, it also generates substantial revenues for 
state and local governments, in the United States, the 
industry and its employees pay over $7,498 million in taxes 
including property, income, and sales based levies. [4] 

[1} John Dunham and Associates, New York, July 2009. 

[2] The Bureau of Labor Statistics. Available on-line at: www.bls.gov/lau/home.htm. Data for 41082. 

[3] Schrank, David and Tim Lomax, Mobility Benefits from Motorcoach Service, Texas Transportation institute, December 2009. 

[4] op cit, John Dunham and Associates. 


Taxes Generated in the United States 



Federal Taxes 


State Taxes 

$ 7.498,049,137 

Total Taxes 



Source: John Dunham and Associates, Inc. 


New York, New York 2009 
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Executive Summary 

Motorcoach Census 2011 is a benchmarking study commissioned by the American Bus Association Foundation 
(ABAF) to measure the size and activity of the motorcoach transportation service industry in the United States and 
Canada in 2010. The study provides information on the scope and impact of the motorcoach industry that builds 
upon earlier census research. 

In 2010, the motorcoach industry in the United States and Canada consisted of 4,478 companies that operated 
42,895 motorcoaches. In the United States, 4,088 companies operated 39.259 motorcoaches and, in Canada, 390 
companies operated 3,636 motorcoaches. 

Passenger Trips - The motorcoach industry provided about 694 million passenger trips in 2010. About 28% of 
these trips were provided by large companies that operated 100 or more motorcoaches, 38% by mid-size companies 
operating 25 to 99 motorcoaches and 34% by small companies operating fewer than 25 motorcoaches. The industry 
moved individual passengers a total of 76.1 billion miles in 2010. 

Services - Motorcoach companies offer a diverse variety of services. About 95% of motorcoach companies 
provided charter service in 2010, 52% provided tour service, 30% provided sightseeing, 29% provided airport 
shuttle, 20% provided scheduled service, 19% provided special operations, and 13% provided commuter services. 
Charter service accounted for about 44.4% of motorcoach service mileage, followed by scheduled service (29.6%), 
commuter (12.3%), packaged tour service (7.4%), airport service (3.4%), sightseeing (1.8%), and special operations 
( 1 . 2 %). 

Companies - The majority (93%) of motorcoach operators were small and operated fewer than 25 motorcoaches. 

All told, these firms operated over 18,700 motorcoaches, provided about 232.3 million passenger trips, and 
accounted for about 32% of motorcoach mileage. Mid-sized companies, those that operated 25 to 99 motorcoaches, 
ran just under 12,800 motorcoaches, provided 266.7 million passenger trips, and accounted for just under 33% of the 
industry’s motorcoach mileage. Large companies that operated over 100 motorcoaches accounted for over 26% of 
the industry’s fleet, provided 27% of the industry’s passenger trips, and 35% of the industry’s motorcoach mileage. 

Employment - The motorcoach industry provided jobs to 148,912 people in 2010; 79,500 full-time and 69,400 
part-time. On average, a motorcoach company provided 33.3 jobs or 3.5 jobs per motorcoach. Over four in ten 
(43%) of the jobs were with small companies that operated less than 25 motorcoaches, just under 24% were with 
mid-sized companies that operated 25 to 99 motorcoaches, and 33% were with large companies that operated 100 or 
more motorcoaches. 

Fuel Efficiency - Considering the amount of passengers served per bus, motorcoaches move people with 
remarkable fuel efficiency. In 2010, the average fuel efficiency of a motorcoach was 6.0 miles per gallon of fuel. 
With this fuel efficiency, a motorcoach carrying the industry average of 34.4 passengers achieved 207.3 passenger 
miles per gallon of fuel in 2010. 

Motorcoach Use - On average, a motorcoach provided 16,200 passenger trips in 2010, moved individual 
passengers a total of 1.8 million miles, employed 3.5 people, used 9,100 gallons of fuel, and traveled 54,900 miles. 
About 54% of the average coach’s service mileage was for charter, tour, and sightseeing services and 46% was for 
fixed-route services (airport shuttle, commuter, scheduled, and special operations). 
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1. Introduction 

Motorcoach Census 2011 is a benchmarking study commissioned by the American Bus Association Foundation to 
measure the size and activity of the motorcoach transportation service industry in the United States and Canada in 
calendar year 2010. Industry size is measured by the number of motorcoach carriers and the number of 
motorcoaches they operated. Activity is measured by the number of passenger trips provided, passenger miles, 
services provided, motorcoach miles traveled, fuel consumed, and employment. 

Definition of the Motorcoach Industry 

The industry consists of private-sector organizations that lease/own and operate motorcoaches and offer motorcoach 
transportation services to the public, including to private-and public-sector organizations on a contract basis. The 
industry includes motorcoach transportation companies that are hired on a contract basis by state or city transit 
authorities to transport commuters. The industry excludes governments, transit agencies or other public-sector 
organizations that lease/own and operate motorcoaches and offer transportation services to the public. The industry 
also excludes private- and public-sector organizations that lease/own and operate motorcoaches just for their own 
use, such as businesses that operate motorcoaches to shuttle their employees. 

Definition of a Motorcoach 

For this study, a motorcoach, or over-the-road bus (OTRB), is defined as a vehicle designed for long-distance 
transportation of passengers, characterized by integral construction with an elevated passenger deck located over a 
baggage compartment. It is at least 35 feet in length with a capacity of more than 30 passengers. This definition 
closely matches the definition of an OTRB written into U.S. law, namely “a bus characterized by an elevated 
passenger deck located over a baggage compartment” (Section 3038 of Public Law 105-178, 49 USC 5310 note). 
This definition of a motorcoach excludes the typical city transit bus and city sightseeing buses, such as double- 
decker buses and trolleys. 

Data Sources 

Several sources of information were used to construct the estimates of industry size and activity in this study. Names 
of nearly 9,000 potential motorcoach carriers were assembled using information from prior censuses, the American 
Bus Association Foundation, Dun & Bradstreet Inc., the U.S. Department of Transportation, and the United 
Motorcoach Association. Information about the potential motorcoach carriers and the motorcoaches they operated 
was collected through a survey. The survey questionnaire was distributed to the potential motorcoach carriers from 
December 201 1 through February 2012. A total of 335 usable survey responses from motorcoach carriers were 
returned to John Dunham & Associates. 

John Dunham & Associates research efforts were supported by a number of industry groups, companies, and 
organizations, including the United Motorcoach Association, Motor Coach Canada, Trailways Transportation 
System, International Motorcoach Group, Ontario Motor Coach Association, the Quebec Bus Owners Association, 
ABC Companies, Motor Coach Industries, Prevost Car, and Daimler Commercial Buses North America. We 
acknowledge and thank them for their support. We are particularly grateful to the 335 motorcoach carriers that took 
the time to provide information about their firms on a confidential basis; their assistance was crucial to the 
completion of this study. 
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2. Size and Activity of the 
Motorcoach Industry in 2010 

Motorcoach Census 2011 reports estimates of the size and activity of the motorcoach transportation services 
industry in the United States and Canada in calendar year 2010. Industry size is measured by the number of 
motorcoach carriers and the number of motorcoaches they operated. Activity is measured by the number of 
passenger trips provided, passenger miles, services provided, motorcoach miles traveled, fuel consumed, and 
employment. 

Size of the Motorcoach Industry 

In 2010, the motorcoach industry in the United States and Canada consisted of 4,478 carriers and 42,960 
motorcoaches (Table 2-1). In the United States, 4,088 carriers operated 39,324 motorcoaches and, in Canada, 390 
carriers operated 3,636 motorcoaches. The average carrier operated 10 motorcoaches. 


Table 2-1 

Total Carriers and Motorcoaches in 2010 by Fleet Size 


Motorcoach 
Fleet Size 

Carriers 

Motorcoaches 

Average 
Number of 
Motorcoaches 

Number 

Percent 

Number 

Percent 

100 or more 

31 

0.7% 

11,441 

26.6% 

369 

50-99 

67 

1.5% 

4,515 

10.5% 

67 

25-49 

210 

4.7% 

8,250 

19,2% 

39 

10-24 

459 

10.3% 

7,238 

16.8% 

16 

Less than 10 

3,711 

82.9% 

11,515 

26.8% 

3 

Industry Total 

4,478 

100.0% 

42,960 

100.0% 

10 


Note: Percentages may not sum to 100% because of rounding. 


Passenger Trips 

The motorcoach industry in the United States and Canada provided over 694 million passenger trips in 2010 (Table 
2-2). In 2010, the average carrier provided 155,000 passenger trips and an average motorcoach provided 16,200 
passenger trips. 


Table 2-2 

Motorcoach Passenger Trips in 2010 by Fleet Size 


Motorcoach 
Fleet Size 

| Passenger Trips 

Average Passenger Trips per: j 

Total 

Percent 

Motorcoach 

Carrier 

100 or more 

194,600,000 

28.0% 

17,000 

6,277,000 

50-99 

82,500,000 

11.9% 

18,300 

1,231,000 

25-49 

184,400,000 

26.6% 

22,300 

878,000 

10-24 

120,000,000 

17.3% 

16,600 

261,000 

Less than 10 

112,600,000 

16.2% 

9,800 

30,000 

Industry Total 

694,100,000 

100.0% 

16,200 

155,000 


Note: Percentages may not sum to 100% because of rounding. 


Almost 28% of passenger trips in 2010 were provided by the largest carriers, which accounted for almost 195 
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The smallest carriers, those with a fleet size of fewer than 10 motorcoaehes, operated the smallest average number 
(1.1 million) of passenger miles per motorcoach. They had, on average, 3,4 million passenger miles per carrier for a 
total of 12,6 billion passenger miles, or 16.5% of industry passenger miles. 

Services Provided 

The services offered by the motorcoach industry are diverse. Nearly all carriers (95.4%) provided chatter service in 
2010, followed by tour (52.0%) sightseeing (30.1%), airport shuttle (29.4%) scheduled service (19,7%), special 
operations (19,4%), and commuter service (12.9%). 

Figure 2-2 

Percent age of C arriers Providi ng Types of Service in 2010 



Almost three in four (74.3%) carriers provided more than one service in 2010. More than one in four (25,7%) 
carriers had mileage in 2010 for just one service, 28.8% offered two services, 24.3% offered three services, 12,4% 
offered four services, 6.6% offered five services, 1.3% offered six services, and 0.9% offered all seven services. 

Figure 2-3 

Percentag e of Carriers by Number of Services Provided in 2007 



28.8% 

Note: Percentages may not sum to 100% because of rounding. 
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Vehicle Mileage 

Industry motorcoaches traveled 2.4 billion miles in 2010, averaging 527,000 miles per carrier and 55,000 miles per 
motorcoach. The largest carriers with over 100 motorcoaches averaged 73,000 miles per motorcoach, while the 
smallest carriers; those with fewer than 10 motorcoaches, averaged 34,000 miles per motorcoach. Service mileage 
(miles traveled with passengers) accounted for 2.23 billion (94.6%) of the 2.36 billion total miles that motorcoach 
vehicles traveled in 2010. 

Table 2-4 

Motorcoach Vehicle Mileage in 2010 by Fleet Size 


Motorcoach 
Fleet Size 

Vehicle Mileage 

Average Vehicle Mileage per: 

Number 

Percent 

Motorcoach 

Carrier 

100 or more 

830,700,000 

35.2% 

81,300 

26,796,000 

50-99 

292,100,000 

12.4% 

64,700 

4,360,000 

25-49 

481,900,000 

20.4% 

54,600 

2,295,000 

10-24 

357,300,000 

15.2% 

49,300 

778,000 

Less than 10 

395,900,000 

16.8% 

34,400 

107,000 

Industry Total 

2,359,500,000 

100.0% 

57,000 

527,000 


Note: Percentages may not sum to 100% because of rounding. 


Fuel Consumption 

Almost 391 million gallons of fuel was consumed by industry motorcoaches in 2010. Each carrier, on average, 
consumed 87,000 gallons of fuel, or 9,000 gallons per motorcoach. Motorcoach fuel efficiency averaged 6.0 miles 
per gallon. With this fuel efficiency, a motorcoach carrying the industry average of 34 passengers achieved 207.3 
passenger miles per gallon in 2010. 

Table 2-5 

Motorcoach Fuel Consumption in 2010 by Fleet Size 


Motorcoach 
Fleet Size 

Gallons of Fuel Consumed 

Average Gallons of Fuel 
Consumed Per: 

Miles 

Per 

Gallon 

Gallons 

Percent 

Motorcoach 

Carrier 

100 or more 

137,400,000 

35.2% 

12,000 

4,433,000 

6.0 

50-99 

49,600,000 

12.7% 

11,000 

740,000 

5.9 

25-49 

79,500,000 

20.3% 

9,600 

378,000 

6.1 

10-24 

58,300,000 

14.9% 

8,000 

127,000 

6.1 

Less than 10 

66,700,000 

16.9% 

5,700 

18,000 

6.0 

industry Total 

390,800,000 

100.0% 

9,100 

87,000 

6.0 


Note: Percentages may not sum to 100% because of rounding. 


Employment 

The motorcoach industry in the United States and Canada employed 149,000 people in 2010, averaging 33 
employees per carrier and 3.5 employees per motorcoach (Table 2-6). The largest carriers with over 100 
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3. Motercoach Carrier Characteristics 


The Motorcoach Census 2011 survey of motorcoach carriers in the United States and Canada collected additional 
information on the operating characteristics of the carriers. This chapter presents summary statistics on this 
information. Included are industry estimates relating to competition from transit agencies, the average age- of 
motorcoaches, and on how carriers acquired motorcoaches and fuel. Finally, summary statistics are presented on the 
data reported by carriers about their founding year and their other revenue-generating vehicles. 

Competition from Transit Agencies 

Almost four in ten {37.0%) motorcoach carriers in the United States and Canada have experienced competition from 
transit agencies. Two out of three (62.5%) of the largest carriers have encountered competition from transit agencies. 
Almost four in ten (36.0%) of the smallest carriers have competed with transit agencies for business. Over four in 
ten motorcoaches (42.5%) are operated by carriers that have experienced competition from transit agencies. 

Figure 3-1 

Percentage of Carriers that Have Competed with Transit Agencies for Business 



- r - 


1 00 or more 

62.5% 1 


50 to 99 

■ 35.7% | 




25 to 49 

30.3% ! 




10 to 24 

39.4% 




Less than 1 0 

36.0% | 




industry Total 
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Age of Motorcoaches 

In 2010, the average motorcoach operated by carriers in the United States and Canada was nine years old 
(manufactured in 2001), and the median motorcoach was eight years old (manufactured in 2002). Among the fleet- 
size categories, the smallest carriers, those with less than 1 0 motorcoaches, had the oldest motorcoach fleet with an 
average age of ten years (manufactured in 2000). The average motorcoach for carriers with between 10 and 49 
motorcoaches was 7 years old (manufactured in 2003), and the average motorcoach for carriers with over 50 
motorcoaches was 6 years old (manufactured in 2004), 

How Motorcoaches Were Acquired 

In 2010, 4.9% of motorcoach carriers operated only leased motorcoaches in their fleet, while 72.0% only operated 
purchased motorcoaches, and 23.1% operated a mix of both (Table 3-1). Smaller carriers were more likely to have 
only purchased motorcoaches in their fleet. 
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Even though a majority of motorcoach carriers reported buying fuel only at retail, 60. 1% of motorcoach fuel was 
actually purchased at wholesale in 2010 (Table 3-4). This was due to the fact carriers with over 25 motorcoaches 
reported buying much more fuel at wholesale than at retail. The smallest carriers with fewer than 10 motorcoaches 
purchased the smallest percentage of fuel (16.6%) at wholesale, and the largest carriers with over 100 motorcoaches 
purchased 77.2% of fuel at wholesale. 

Table 3-4 

Percentages of Motorcoach Fuel Gallons Purchased at Retail or Wholesale 


Motorcoach 
Fleet Size 

Retail 

Gallons 

Wholesale 

Gallons 

Total 

100 or more 

23.9% 

76.1% 

100.0% 

50-99 

30.6% 

69.4% 

100.0% 

25-49 

31.4% 

68.6% 

100.0% 

10-24 

47.9% 

52.1% 

100.0% 

Less than 10 

83.4% 

16.6% 

100.0% 

Industry Total 

39.9% 

60.1% 

100.0% 


Founding Year of Carrier 

The motorcoach industry in the United State and Canada is made up of a healthy mix of old and new companies. 
About 3.1% of reporting carriers were founded before 1920 and 9.0% of carriers were founded before 1940. About 
one out of every three (34.3%) carriers was founded after 1995, and about one in every ten (10.2%) carriers was 
founded after 2005. The average founding year of reporting carriers is 1981, and the median founding year of 
reporting carriers is 1989. By decade, almost one quarter of the carriers were founded in the 1990s (24.4%), closely 
followed by 2000-2009 (23.8%) and the 1980s (17.9%). 


Table 3-5 

Percentages of Motorcoach Carriers by Year Founded 


Year 

Founded 

Percent of 
Carriers 

Pre-1920 

3.1% 

1920-1939 

5.9% 


10.8% 

1960-1979 

13.6% 

1980s 

17.9% 

1990s 

24.4% 

2000-Present 

24.4% 


Note: Percentages may not sum to 100% because of rounding. 

Other Revenue-Generating Passenger Vehicles 

Four out of five (79.9%) of the carriers reported operating other revenue-generating passenger vehicles in addition to 
their motorcoaches. The largest fleet-size category, carriers operating 100 or more motorcoaches, all operated other 
passenger vehicles, while over half (69.1%) of the smallest fleet-size category, carriers operating fewer than 10 
motorcoaches, reported operating other vehicles. 
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Appendix A. Study Methodology 

The American Bus Association Foundation commissioned Motorcoach Census 2011 to measure the size and activity 
of the motorcoach transportation service industry in the United States and Canada. The study estimates and reports 
total industry size and activity for the year 2010. This appendix describes the data sources and methodologies used 
in the study. The appendix describes the target population, the survey frame, the survey data collection and 
processing, the estimation of industry size, and the estimation of industry activity. 

Target Population 

The target population of the study is the motorcoach transportation service industry in the United States and Canada 
in 2010. 

The industry consists of private-sector organizations that lease/own and operate motorcoaches and offer motorcoach 
transportation services to the public, including to private-and public-sector organizations on a contract basis. The 
industry includes, for example, motorcoach transportation companies that are hired on a contract basis by state or 
city transit authorities to transport commuters on motorcoaches. The industry excludes, however, governments, 
transit agencies or other public-sector organizations that lease/own and operate motorcoaches and offer motorcoach 
transportation services to the public. The industry also excludes private- and public-sector organizations that 
lease/own and operate motorcoaches just for their own use, such as businesses that operate motorcoaches to shuttle 
their employees. 

Motorcoach transportation services include motorcoach charter services, tour and sightseeing services using 
motorcoaches, and motorcoach passenger transportation over regular routes and on regular schedules, such as airport 
shuttle services, commuter transportation services, and scheduled intercity and rural transportation services. The 
seven types of motorcoach transportation service that were used in this study are defined below: 

• Charter - A preformed group (organization, association, tour company, shuttle service, church, school, 
etc.) who hires a motorcoach for exclusive use under a fixed contract. 

• Packaged/Retail Tour - A planned or prearranged trip offered for sale by a motorcoach transportation 
company (including a tour company that leases/owns and operates motorcoaches) at fixed price to leisure 
travelers. Price usually includes lodging, meals, sightseeing, and transportation. 

• Sightseeing - A service offered by motorcoach or tour companies to view points of interest within a 
specified area. 

• Airport Shuttle - A private motorcoach service usually operating on a fixed route to transport passengers 
to and from airports. 

• Commuter - A fixed-route bus service, characterized by service predominantly in one direction during 
peak periods, limited stops, use of multi-ride tickets, and routes of extended length, usually between the 
central business district and outlying suburbs. 

• Scheduled - A specified, ticketed, predetermined regular-route service between cities or terminals. 

• Special Operations - Published, regular-route service to special events, such as fairs, sporting events, or 
service for employees to work sites. 

A motorcoach, or over-the-road bus (OTRB), is defined for this study as a vehicle designed for long-distance 
transportation of passengers, characterized by integral construction with an elevated passenger deck located over a 
baggage compartment. It is at least 35 feet in length with a capacity of more than 30 passengers. This definition 
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Foundation (ABAF) made follow-up solicitations to potential carriers by both e-mail and phone. The ABAF sent 
notices several times to its members by e-mail encouraging them to participate in the survey. 

Submitted electronic and paper questionnaires were reviewed for completeness and validity. Additional contact was 
made selectively to resolve unclear responses and to prompt for response to questions left unanswered. JDA 
consolidated the information from all surveys collected into one database. The data were tabulated and evaluated for 
inconsistencies, irregularities and respondent-specific values that were significantly different from average reported 
values and survey respondents were contacted to clarify anomalous answers. The final survey database contained 
usable responses from 334 motorcoach carriers. Table A-l presents the sample sizes realized from the returns to the 
Motorcoach Census 2011 survey of motorcoach carriers. Missing values were filled in using respondent mean 
imputation. The survey is statistically significant with a margin of error of +/- 4 percent. 

Estimating the Size of the Motorcoach Industry in 2010 

Throughout the survey process, JDA identified companies that were no longer in business, did not operate 
motorcoaches, or had disconnected phone numbers and bad addresses. Out of the 7,039 unique motorcoach 
companies in the United States and Canada, JDA directly contacted 4,815 and determined that 423 did not operate 
motorcoaches and 851 had bad addresses and/or disconnected phone numbers. JDA assumed that the companies 
with bad addresses and/or disconnected phone numbers were out of business and did not count them as motorcoach 
operators. Through this process, JDA identified 3,541 motorcoach operators, leaving an additional 1,274 unverified 
potential motorcoach operators. By assuming that the unverified motorcoach operators would be out of business or 
would not operate motorcoaches at the same rate as the companies directly contacted, JDA estimated total 
motorcoach operators in Canada and the United States at 4,478. 

To identify total operators in Canada, JDA used a similar process. Of the potential motorcoach operators list, 1,206 
were Canadian. Of these potential carriers, 440 were subsidiaries of larger motorcoach companies. JDA directly 
contacted 453 of the Canadian potential carriers and identified 284 motorcoach companies, 89 companies that did 
not operate motorcoaches, and 80 with bad addresses and/or disconnected phone numbers; leaving 169 unverified 
potential operators. JDA assumed that the same proportion of unverified Canadian operators would be out of 
business or would not operate motorcoaches at the same rate as the companies contacted in order to conclude that 
106 of the 169 unverified companies operated motorcoaches. Therefore, JDA estimates that of the 4,478 motorcoach 
operators in the United States and Canada in 2010, 390 were Canadian. 

The Motorcoach Industry by Size of Fleet 

In order to determine the size of the motorcoach industry by fleet size, JDA relied upon survey collection efforts and 
prior research conducted by the National Transportation Safety Board. In the October 12, 201 1 "Report on Curbside 
Motorcoach Safety”, researchers at the NTSB were able to estimate the size and scope of the motorcoach industry in 
the United States. The NTSB estimates the size of the U.S. motorcoach industry at 4,172 carriers, whereas JDA 
estimates the size of the U.S. motorcoach industry at 4,088 carriers. The NTSB conducted research over a four year 
time period from April 2007 to April 201 1, so NTSB likely counted some companies that went out of business 
before 2010. JDA believes that because the motorcoach industry declined in terms of passenger miles between 2007 
and 2009, it is reasonable to believe that the industry declined in terms of motorcoach operators. 

The NTSB was able to access the Federal Motor Carrier Safety Administration’s data portal in order to gauge not 
only the size of the motorcoach industry, but also the size of the industry by fleet size. The NTSB identified 3 1 
motorcoach operators with over 100 motorcoaches and 585 companies with between 1 1 and 100 motorcoaches. 
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American «;s mmmm 

Riypras&nlmg She imiorcosah, tour and travel industry 

Responses for the Record from Peter Pantuso, President and CEO of the 
American Bus Association to Questions from the Honorable Corrine Brown 
related to the Full Committee Hearing on “A Review of Amtrak Operations, 
Part III: Examining 41 Years of Taxpayer Subsidies” 

1) In your testimony , you state that buses make a profit carrying 700 million passengers 
annually. For each of 2007 through 2011, what were the total operating revenue of each of 
your members? For each of 2007 through 2011, what were the total operating expenses of 
each of your members? For each of 2007 through 2011, what was the annual ridership for 
each of your members? 

Because nearly all of our member companies are privately owned and do not report revenue 
annually to the Association or to the federal government, it is impossible to have an. exact answer 
on revenue and operating expenses. The Motorcoach Census provides an estimate of passenger 
trips/ridership through survey data and statistical modeling, but all companies do not report these 
types of numbers on a per carrier basis. However, most companies have historically operated on 
very low margins, often 1-3%, and many have had to subsidize unprofitable parts of their 
business with other more profitable portions of their business portfolio. 

2) hi his testimony, Mr. O’Toole claimed that bus service “involves minimal dedicated 
infrastructure. ” What type of infrastructure other than highways - which we know are 
subsidized - do buses rely on? Who is responsible for building and maintain that 
infrastructure and how is it paid for? What about facilities you use such as intermodal 

facilities? 

Other than highways, infrastructure would include maintenance facilities, administrative office 
facilities and internal systems. Unlike Amtrak and publicly funded mass transportation intercity 
bus operators must support or provide these services without any subsidy. Under MAP-21 
private bus operators gained “reasonable” access to existing intermodal facilities, terminals, park 
and ride lots, etc. It is important to note that “reasonable” does not mean free. In many cases 
including Union Station in Washington D.C and Boston’s South Station intercity bus operators 
pay access charges along with other fees. In the case of Union Station intercity bus operators pay 
an annual “slip rental” fees along with a per passenger fee to cover the incremental costs of 
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capital improvements. At Boston’s South station bus operators pay annual rental fees as well as 
departure fees. On a per carrier basis these charges can add tens of thousands of dollars a year in 
additional operating costs depending on service schedule and passenger volume. Conversely 
none of these annual fees or per passenger costs are burdened upon Amtrak or publicly funded 
transit agencies. Public investment in transportation facilitates is important and should continue. 
The goal of intermodal connectivity should be to create transportation choice and not barriers to 
entry for one mode over another. Our goal is to create a level playing field among transportation 
modes which does not disenfranchise privately operated mass transportation over publicly 
funded systems. 

In addition to providing intercity transportation services from intermodal facilities which are 
often subsidized by a combination of state, local, and federal taxes, at times there are vendors in 
rural and suburban locations who rent space (such as shopping centers, dining facilities, and 
fueling locations) or have arrangements with operators to serve as stop locations. These locations 
are not typically subsidized by federal sources to benefit the locations, private operators or their 
passengers. 

3) In his testimony, Mr. O’Toole stated the “real solution [to transportation] is to end subsidies 
to all modes of travel. ” Do you agree with this? Do you support subsidies for buses? For any 
mode of transportation? What would happen to bus operators if there were no subsidies, 
including no assistance for fuel, security or infrastructure? 

1 believe we should be framing the conversation around what is the best option to serve the 
traveling public in the most cost effective, environmentally efficient form of transportation. Tax 
payer burden should be considered in how we create transportation systems. Modal stove pipes 
should be broken and passenger demand should be met by the most cost effective means of 
transportation. In some cases the best option may be private sector bus or public private 
partnership while in others it may appropriate for a publicly funded route to be created. We 
agree that there are places where subsidies are essential, for example, when connecting rural and 
urban populations. Public investment is important to our transportation system but the goal 
should be to create the best transportation options for the public which enable funding 
sustainability while reducing taxpayer burden. In many instances private sector buses could be 
doing more if the subsidy gap between mass transportation modes was rebalanced and a more 
level playing field was in place. 

4) In your testimony, you stated that “where population density does not warrant massive 
capital investment required for rail operations, buses should be considered as the primary 
intercity option. ” Yet, what if the intercity bus option does not yield a profit? What does a 
private operator do in that situation? 
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In the cases where density and demand are low the bus is the best option for intercity routes. 
Where passenger demand is high enough to support other modes, than those modes should also 
be considered, but the shift to more expensive travel options should be considered in the light of 
fully allocated costs. In other words, planning and subsidy evaluation should consider the ability 
of the rail service to cover both operational and capital costs. 

Our industry supports public investment to keep rural communities connected to the broader 
transportation network. However, in the cases where public dollars are being used to support 
traveler mobility, private sector bus operators should be part of the contracting process. Public 
dollars should be used in the most cost efficient way possible and not based on modal funding 
stove pipes. Private sector buses make the most sense when serving areas with low population 
density because of their comparatively low capital and operating costs in addition to their 
operational flexibility and limited need for large scale capital or infrastructure support in 
establishing stop locations. Transportation planning should include a menu of options and not 
pursue a one-size fits all solution. This is not a choice of rail versus bus, but a choice of which 
mode is the best solution for the community or region being served. 

5) In your testimony you said that private bus operators use “little or no subsidies. ” Do your 
operators get a reduction on the fuel tax? Do you get any other Federal assistance? If so, for 
what and how much? 

According to our most recent data from 2009 the private sector commercial bus industry — the 
least subsidized mode — received a subsidy of $83 million. The subsidy was less than half of one 
percent of subsidies to other modes. The private sector commercial bus industry subsidy is nearly 
fully accounted for by its partial exemption from the diesel fuel tax. Even with the exemption, 
when taking into account the Federal costs buses impose on highways/services in relation to 
excise tax revenues paid by bus operators our industry is virtually unsubsidized. Unlike the other 
modes of passenger transportation, bus industry tax revenue nearly offsets total Federal outlays 
on behalf of the industry. In 2009 the total federal outlay for the commercial bus industry was 
approximately $83 million. If we compare the bus industry to the private sector commercial air 
passenger subsidy of $5 billion, Amtrak’s subsidy of $1.8 billion, and mass transit’s subsidy of 
$11.3 billion it becomes clear that our operators are the most cost effective mode of mass 
transportation. 

1 would also note that since the 2009 update of our data, the industry no longer receives security 
ar ADA compliance grants. The loss of these programs increases the subsidy gap between our 
operators and other modes creating more uneven playing field. Bus Operators do receive a small 
reduction in their federal fuel taxes and some may operate subsidized routes under the rural 
53 1 1 (f program. But that program is only available and fully realized in less than half of the 
states and has a maximum potential for about $76 million in subsidy if each of the states utilized 
private operators to the full amount that they are able. Historically states have only used 66% of 
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the available 531 If subsidy and not all of that is given to private operators. Private operators do 
not have the eligibility to be direct recipients of any other federal subsidies as part of formula 
funding programs. 

6) During the hearing, Chairman Mica stated that the airlines have a $ 2.50 passenger charge 
for security. Do buses have a security passenger charge? 

To my knowledge there is no security charge for the bus industry. In fact, the small security 
grant program that provided $10-12 million annually for private bus operators (the Intercity Bus 
Security Grant Program) was eliminated in 201 1 by the Department of Homeland Security, 
leaving intercity buses as the only passenger carrying public transportation mode with no 
security program or funding. 
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Testimony of Randal O'Toole 
Cato Institute 

Before the House Transportation and Infrastructure Committee 
Hearing on Amtrak Operations: 41 Years of Taxpayer Subsidies 
September 20, 2012 

My name is Randal O'Toole, and in addition to being a senior fellow with the 
Cato Institute, I sometimes call myself Cato's "rail nut." I have a lifelong love for and 
fascination with passenger trains, and have traveled well over 100,000 miles on Amtrak 
as well as on passenger trains throughout Canada and in Europe, Asia, Australia, and 
New Zealand. I have a web site dedicated to historic passenger trains; I helped restore 
the nation's second-most-powerful operating passenger steam locomotive; and I once 
owned five historic rail passenger cars. 

The High-Cost Solution 

All else being equal, I would personally prefer passenger trains over any other 
form of intercity travel. But all else is not equal. Under Amtrak management, passenger 
trains have become the high-cost solution to any intercity transportation problem. In 
1970, before Amtrak took over most of the nation's passenger trains, average rail fares 
were one-third less than average airfares — about 18 cents (in today's pennies) vs. 27 
cents per passenger mile. Over the last four decades, inflation-adjusted airline fares have 
fallen by 50 percent, while inflation-adjusted rail fares have grown by 70 percent, so that, 
today, per-passenger-mile rail fares are 130 percent greater than airfares — about 31 cents 
vs. 14 cents per passenger mile (figure one). 

This is just counting passenger fares. In addition to fares, Amtrak subsidies are 
nearly as great as the fares themselves. Starting from virtually zero in 1970, federal and 
state subsidies to Amtrak today are nearly 29 cents per passenger mile. Airlines and 
highways receive subsidies as well, but these amount to only about 1 to 3 cents per 
passenger mile (figure two). This means that the total cost of rail travel is nearly four 
times as great, per passenger mile, as the total cost of airline travel — about 60 cents vs. 16 
cents per passenger mile. 
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Testimony of Randal O'Toole on Amtrak Operations 2 

Bus travel is even less expensive than air travel. The "new model" of bus service 
pioneered by Megabus involves minimal dedicated infrastructure, non-stop service 
between many city pairs, and fares set by a form of yield management. I estimate that 
the average fares collected by Megabus, Bolt Bus, and others using this model are about 
8 cents a passenger mile, or about 60 percent of airline fares and one-fourth of Amtrak 
fares. Subsidies to bus service average about a penny per passenger mile, or a little more 
than one-thirtieth of federal and state subsidies to Amtrak. 

Amtrak advocates argue that much of the subsidy to Amtrak is for capital 
improvements and shouldn't be counted against annual revenues. But this is only an 
accounting label. In fact, most of Amtrak's so-called capital improvements are really 
maintenance. Just as replacing the tires or battery in your car is a form of maintenance, 
replacing worn-out locomotives, railcars, bridges, or other infrastructure is really just 
maintenance. Expenses are truly capital improvements only if they genuinely improve 
service and potentially attract new riders. In any case, even true capital costs must 
eventually be repaid by revenues. 

Advocates of passenger train subsidies also argue that these subsidies are needed 
to balance the scales for historic subsidies to airlines and highways. While such 
subsidies did take place, they were always small — on the order of 1/2 to 3 cents per 
passenger mile— relative to the large number of passenger miles carried by those modes. 
By comparison, after adjusting for inflation, Amtrak subsidies have averaged about 25 
cents per passenger mile since at least 1973. If forty years of such large subsidies haven't 
turned around the rail passenger business, it is not going to happen. The real solution is 
to end subsidies to all modes of travel and let people decide which they prefer based on 
their own personal preferences and budgets. 

Given its high costs, it is no wonder that Amtrak plays an insignificant role in the 
nation's transportation system. While Amtrak advocates point to recent gains in 
ridership as evidence that America needs passenger trains, the truth is that Amtrak 
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carries little more than one-tenth of one percent of the nation's passenger travel. 
Domestic airline routes alone carry close to 90 times as many passenger miles as 
Amtrak; scheduled intercity buses carry at least 2.5 times as many passenger miles as 
Amtrak; and the nation's highways carry almost 300 times as many passenger miles as 
Amtrak in intercity travel. 

The average American travels just 21 miles per year on Amtrak, compared with 
more than 1,800 miles per year by domestic airline and close to 6,000 miles per year in 
intercity highway travel (figure three). While Amtrak's ridership has recently grown, so 
has America's population, and the 21 miles of per capita travel each year in 2011 is a 
decline from 24 miles in 1990 and 30 miles in 1970, the year before Amtrak took over 
most passenger trains. 

Amtrak's Disappearing Energy Advantage 

Advocates of passenger train subsidies argue that such subsidies are justified 
based on Amtrak's supposed environmental advantages over its competitors. But these 
advantages are both negligible and declining. 

According to the Department of Energy, for example, in 1975 the airlines used 
115 percent more energy to move one passenger mile as Amtrak did. But thanks to 
improvements in aircraft efficiency, today airlines use just 25 percent more energy than 
Amtrak (figure four). Moreover, the future energy efficiency of both airlines and 
automobiles is likely to grow much faster than passenger rail. 

Where General Electric estimates that its latest locomotive uses just 3 to 5 percent 
less fuel than previous locomotives, Boeing estimates that its 787 Dreamliner uses 20 
percent less energy than its predecessors. Based on recent trends, by 2030 the airlines 
will use less energy per passenger mile than Amtrak. Under the federal government's 
current fuel-economy standards, by 2030 the average car on the highway will also use 
less energy per passenger mile than Amtrak. 
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There are two reasons why Amtrak will not be able to increase its energy 
efficiency as fast as other modes of travel. First, for safety's sake, passenger rail cars that 
operate in the same corridors as freight trains must be very heavy. The Acela, for 
example, weighs more than 4,100 pounds per seat. The weights per seat of other Amtrak 
trains are comparable. 

Second, where airlines fill about 85 percent of their seats, Amtrak trains operate 
barely more than half full. At 65 percent occupancy, the Acela does better than average, 
but this still means more than 6,400 pounds of weight per passenger. At just 50 percent 
occupancies, the average weight per passenger of many other Amtrak trains is even 
greater. It takes a lot of energy to move this much weight. 

Amtrak's low occupancy rate is difficult to remedy. Most air routes are 
essentially non-stop, allowing the airlines to tune frequencies with demand. But Amtrak 
trains typically make numerous stops between endpoints, and while seats may be full 
during one part of the journey they can empty out in other parts. For example, Amtrak's 
Pacific Surfliner, which goes from San Luis Obispo and San Diego, may need five cars to 
meet the demand between Los Angeles and San Diego and only three cars between San 
Luis Obispo and Los Angeles; rather than remove two cars, the train carries five cars for 
the entire trip. 

So far I've discussed only the energy used in operations. A full life-cycle analysis 
would also consider the energy required in construction, manufacturing, and disposal of 
worn out equipment. Studies from the University of California at Berkeley have found 
that, due to the infrastructure required by rail lines and the small number of passenger 
miles carried by the infrastructure (relative to highways and airports), the non- 
operational energy requirements of trains are much greater, per passenger mile, than for 
planes, buses, and cars. Since planes operations currently use only 25 percent more 
energy per passenger mile than Amtrak, a full life-cycle analysis would probably show 
them about equal. 
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In any case, if energy savings is the goal of funding Amtrak, Congress would do 
better to promote buses, which are far more energy-efficient than Amtrak. The best way 
to promote buses would be to end subsidies to Amtrak, a major competitor for buses in 
many routes. 

The Solution: Privatization 

Is Amtrak the high-cost form of transportation because passenger trains are 
inherently inefficient or because government operation of such trains is inefficient? The 
answer is likely some of both. Passenger trains are inefficient because they are both labor 
and infrastructure intensive, while government operation is inefficient because Amtrak's 
route structure and labor agreements are more the result of politics than market supply 
and demand. 

Whichever the reason, it won't be cured by reforming Amtrak. Instead, the only 
solution is privatization. Private operators will be able to run trains in those corridors 
where they make sense, while avoiding routes that Amtrak follows for political reasons. 

If Amtrak is so dependent on subsidies, will privatization mean an end to 
passenger trains? Not necessarily. The main markets for passenger transport that might 
be served by trains are business travelers over relatively short — 100 to 400 miles, with a 
possibility for overnight trains in some longer corridors — and vacationers who will take 
"cruise trains" over longer distances. The Northeast Corridor is likely to continue as a 
business route. 

As an example of cruise trains, when VIA — Canada's version of Amtrak — ended 
passenger service on the highly scenic route between Vancouver BC and Calgary 
Alberta, a private operator called Rocky Mountaineer began service on that route. The 
service is strictly for vacationers and is timed to maximize scenic viewing, not to get 
anywhere fast. The unsubsidized company now offers several routes, including one 
from Seattle, Washington. It seems likely that similar cruise trains could be successful 
over scenic routes in the West, such as Denver to Oakland and to Glacier, Yellowstone, 
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and Grand Canyon national parks, if they did not have to compete against a 
government-subsidized rail carrier. 

In 1959, Trains magazine published an insightful, 36-page analysis by its editor, 
David P. Morgan, called "Who Shot the Passenger Train?" He concluded that most of 
the problems with passenger trains had to do with overregulation; subsidies to rail's 
competitors; unfair taxation of railroads when highways and airports were not taxed; 
and "reckless tactics" on the part of labor unions. 

Morgan noted that all of these problems applied to rail freight as well as 
passenger, yet the railroads were for the most part able to make money on freight but 
not on passengers. Still, he argued that "simple justice" demanded that government 
correct the problems of overregulation, subsidies, and unfair taxation. Congress has 
deregulated railroads, but the other problems remain. 

In that light, I would urge this committee to support privatization of Amtrak, 
and to do so in the context of a broader effort to end federal subsidies to and unfair 
taxation of all forms of transportation. I hope that this will create opportunities for more 
private passenger trains, but if it does not, I don't believe that other people should be 
asked to subsidize my personal hobby. 
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Figure One 

Inflation-Adjusted Passenger Fares 



““Air * * * Rail — Bus 

Source: 2010 National Transportation Statistics, Bureau of Transportation Statistics, table 3-16. 

Figure Two 


Inflation-Adjusted Passenger Subsidies 



““Air * * * Amtrak — Highway 

Source: Air and highway from 2012 National Transportation Statistics, Bureau of Transportation 
Statistics, tables 1-40; 3-33; and 3-37; Amtrak numbers calculated from Amtrak annual reports. 
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Figure Three 

Passenger Miles Per Capita 



““Air * * * Rail 

Source: Passenger miles from 2012 National Transportation Statistics, Bureau of Transportation 
Statistics, table 1-40; populations from Census Bureau estimates. 

Figure Four 

Passenger Transport Energy Consumption 



^—Air — Cars * * Amtrak 

Source: Transportation Energy Data Book, Department of Energy, edition 31, tables 2-13 and 2-14. 
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Thank you for the opportunity to testify at this hearing. 

We have strongly supported the federal government’s investment in Amtrak since its inception and 
believe that the investment has been worthwhile and brought important benefits to the nation, including 
both to passengers and to others. 

A key indication of the value that riders place on Amtrak is that the railroad has seen record ridership in 
eight of the last nine years, and that ridership through 1 1 months of FY 2012 is 3.4% above the same 
period in FY 201 1 . This ridership growth has occurred even as passenger revenues have risen faster than 
ridership. From FY 2003 to FY 201 1, ridership rose 26% and revenues 56%. The growth is across all 
types of Amtrak services. On the long-distance trains, ridership growth is up 13% since 2000 and 18% 
since 2007, even though capacity has not increased and some services were eliminated. 

Here are some of the ways riders benefit from Amtrak: 

• Passengers can travel when other modes are paralyzed. On Wednesday evening, January 26, 

201 1, 1 traveled on an Aceh Express train from Washington to New York in order to honor your 
kind invitation to participate in your round table. There was a driving blizzard the entire way but 
we left Washington at 7:04 PM, four minutes late, and arrived New York at 10:19 PM, 31 
minutes late. News reports indicated that at least 19 inches of snow accumulated in Nevy York 
City in this storm, and that, for just the ninth time in the city's history, all public schools were 
closed. All area airports were also closed. Also, Philadelphia, through which my train traveled, 
got almost 15 inches of snow after the storm ended. 

• Similarly, the long-distance routes like the Empire Builder across northern Montana and North 
Dakota are generally more reliable in bad weather than other modes. 

• Passengers can avoid congested highways and airports. 
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• Passengers can reach airports while avoiding congested highways. Providing intercity passenger 
train service directly to airports is standard in Europe, but has begun to take hold here in the U.S. 

• Passengers can avoid driving, a particular concern for the growing senior population and others 
who shouldn't be driving, who are unable to drive, or who need to make their car last longer by 
avoiding its use on long trips. 

• Passengers can avoid flying for medical reasons, whether temporary or permanent. 

• Passengers can travel to many points without train service thanks to the network of “Thruway 
buses” for which Amtrak offers through ticketing, while minimizing the length of travel on buses 
which offer less space per passenger than trains. 

• Looking forward, trains will be an increasingly vital answer to the question: how will people 
travel as the population grows by about 100 million by 2050? 

And here is how non-riders and the general economy benefit from Amtrak: 

• Amtrak employs over 20,000 people in reasonable paying jobs that can't be exported. 

• Intermodal transportation centers inspired by the existence of even minimal Amtrak service have 
strengthened local transit systems by creating attractive public spaces where people can wait for 
and transfer among different bus routes. 

• Similarly, such centers also have strengthened intercity bus carriers and benefitted passengers, by 
providing attractive facilities — often easy-to-find landmarks — and by making it easier to transfer 
among modes (including local bus/intercity bus). 

• Finally, these centers have helped rejuvenate urban neighborhoods. In Meridian, MS, the 
existence of a single, daily, Amtrak round-trip — the New York-New Orleans Crescent — was 
catalyst for Mayor John Robert Smith’s (R) successful effort to transform Union Station into a 
multimodal transportation facility. He reported to me, “The city invested $1 million in a $6 
million facility (the rest was ISTEA funds and pre-paid leases). This project leveraged $135 
million in additional public/private sector investment within three to four blocks of the facility 
and led to the rebirth of our historic downtown. Our station is served by Amtrak, Greyhound, city 
transit and cab service. We now have people living in our downtown in market rate apartments 
and upscale condos, the first such residences in my lifetime. Mississippi State University's 
conference center and performing arts center in our restored Grand Opera House is within an easy 
walk of Union Station.” In Normal, IL, $80 million in public investment in the new 
transportation center has attracted $200 million in private investment, 

• Congestion is reduced on other modes, so users of those modes benefit. 

• Businesses and individuals benefit from the package express service which Amtrak offers at most 
staffed stations. This is particularly important in smaller communities where other options are 
limited or non-existent or provide much slower service. 

• Smaller freight railroads place a special value on having a customer like Amtrak that provides a 
steady source of revenue even when the economy is weak. 

• Bus companies benefit from handling Amtrak passengers, whether or not particular routes are 
part of Amtrak’s Thruway network. Last week, as my Amtrak train was arriving in Portland, 
Maine, an announcement was made that the Concord Trailways bus for points east would be 
departing soon. This announcement served both as information for connecting passengers, and as 
a bus advertisement for passengers who might make the connection in the future. Our 
Association in October, 2010, presented a special award to Indian Trails, Inc., the Michigan bus 
company, honoring it “for 100 Years of Service to Travelers and for pioneering work in 
intermodal service, with connections to trains, airlines, and other bus lines.” 
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• Group moves on Amtrak bring good business to tour buses, including trips that can last a week or 
more. Jason Briggs, Vice-President — Business Development, with V.I.P. Charter & Tour Bus 

• Company, in Portland, Maine, told me Amtrak benefits his company on the order of $60-80,000 a 
year in revenues. 

• Amtrak spends a lot on goods and services. In FY 201 1, Amtrak put a total of $3.9 billion back 
into the economy. Much of this spending goes where Amtrak provides limited or no service. 
Amtrak’ s procurement of badly-needed electric locomotives from Siemens is estimated to 
generate 250 private sector jobs in California, Ohio and Georgia. 

I. Energy Consumption 

All of the benefits in both categories serve to increase the energy efficiency of the U.S. transportation 
system in general, and reduce the nation’s dependence on imported oil. The most recent, annual 
Transportation Energy Data Book released July 31, 2012, by Oak Ridge National Laboratory — which 
does the report under contract to the U.S. Department of Energy — shows further improvement by Amtrak 
relative to air and motor vehicles: in 2010, the year covered by this edition, on the basis of energy 
consumed per passenger-mile, Amtrak was 4 1 .0% more efficient than personal trucks, 34.1% more 
efficient than automobiles and 17.0% more efficient than domestic commercial aviation [derived from 
British Thermal Unit figures in Table 2.12 on page 2-14], Due to lack of data, the Data Book does not 
include intercity bus efficiency statistics; buses are discussed further in my section II and near the end of 
VI. Oak Ridge requests that users of the Transportation Energy Data Book rely on their web site for up- 
to-date figures as the print edition has some errors in Table 2.14 (not the source of my numbers). 

II. The Long-Distance Trains and the decline of rural air and bus services 

As part of our strong, continuing support of Amtrak’s national system, on September 17 we released, 
jointly with Midwest High Speed Rail Association, Long Distance Trains: Multipurpose Mobility 
Machines. Since critics often say “no one wants to ride from Chicago to Los Angeles,” the following 
statistics regarding Amtrak’s Southwest Chief are significant: 

• 35% of trips are over 1,000 miles 

• 34% of trips are 501 to 999 miles 

• 3 1 % of trips are 500 miles or less 

• People who choose coach seats for trips under 750 miles account for 54% of passengers but less 
than 37% of revenue 

• People traveling over 750 miles account for 63% of revenue 

• Sleeping-car passengers account for 17% of ridership and 44% of total revenue 

• Passengers traveling all the between Chicago and Los Angeles account for just 8% of ridership 

Similarly, on the Empire Builder which runs between Chicago and both Portland and Seattle, 

• 55% of riders travel between major cities and small stations 

• 22% of riders travel between major cities (e.g., Chicago-St. Paul; Chicago-Seattle; Chicago- 
Portland; Portland-Spokane) 

• 23% have small stations as both origin and destination. 

The above statistics refer only to travel on the Southwest Chief and Empire Builder. Because many 
passengers connect with other Amtrak trains in Los Angeles, Kansas City, Chicago, Seattle or Portland, 
their actual trip-lengths are longer. 
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The roll of long-distance trains has become increasingly important as air and fixed-route bus service is 
withdrawn from rural America. According to a U.S. DOT report, “An estimated 3.5 million rural 
residents lost intercity transportation access between 2005 and 2010. An additional 3.7 million, who still 
had intercity transportation service in 2010, lost access to at least one transportation mode during the 5- 
year period” [The U.S. Rural Population and Scheduled Intercity Transportation in 2010: A Five-Year 
Decline in Transportation Access]. 

The following passages are from a July 18, 201 1, New York Times report on rural air service: “Rural 
America, already struggling to recover from the recession and the flight of its young people, is about to 
take another blow: the loss of its airline service... Nationally, all major airlines have been reducing and 
sometimes eliminating flights altogether in small cities, as the industry concentrates much of its service in 
29 major hubs, which now account for 70% of all passenger traffic, according to the Federal Aviation 
Administration. . .Airlines say that simple economics are driving them out of small-town America. With 
fuel prices high, carriers have been reducing domestic routes and seating capacity to focus on the flights 
that bring in the most revenue per plane — typically those in larger cities, especially major hubs. At the 
same time, airlines are removing less fuel-efficient aircraft from their fleets, including the 50-seat regional 
jets that have been the backbone of air service in small- and midsize markets.” 

The above-referenced report says intercity bus coverage declined from 89% in 2005 to 78% in 2010. 

There also can be great difficulty in learning what service exists, since it is no longer provided under the 
umbrella of one or two major bus companies. One of my bus-riding members notes, with particular 
reference to rural service, “You are basically on your own in finding bus service — Google it, make phone 
calls, make your own connections. We have largely gone back to pre-1948 Greyhound unification with 
scattered, uncoordinated independents all over the place that are not very discoverable.” 

The growth of intercity bus service that many tout is confined primarily to major markets where trains 
would be ideal but Amtrak either has no service, or lacks capacity or speed. In the Northeast Corridor, for 
example, Amtrak trains generally are limited to eight cars, and — even with that restriction — places like 
Washington Union Station are jammed to capacity. The ability to add trains is limited to non-existent 
because “in the New York City vicinity, some areas are operating at 100% capacity, resulting in 
significant delays from even minor operating disturbances” (The Amtrak Vision for the Northeast 
Corridor: 2012 Update Report , page 4). The very high fares Amtrak charges in the Northeast Corridor, 
which dismay us, are partly a response to these severe capacity limitations. 

Presenting “subsidy per passenger” figures for intercity routes gives a distorted view. 

• The standard measure for intercity travel is the passenger-mile, that is, one passenger traveling 
one mile. This takes into account wide variations in trip lengths of different passengers. 

• Thus, to a large extent, ranking Amtrak’s routes by “subsidy per passenger” really means ranking 
them by trip length, not economic performance. In this context, it is no surprise that the number 
is high for the Sunset Limited , even before considering the problems associated with running just 
three times a week. This train serves many important, growing markets — including Houston, 

San Antonio, Tucson, Phoenix, Los Angeles and New Orleans — but also has long stretches with 
little population. [The distance between El Paso and the first stop to the east, Alpine/Big Bend 
National Park, is 218 miles. In the 605-mile stretch between San Antonio and El Paso, there are 
just two other intermediate stops.] 

A further distortion results from the use of fully allocated cost figures. When someone looks at a table 
which shows the Southwest Chief lost $63 million, it is natural for them to conclude that eliminating this 
train would reduce Amtrak’s operating grant requirement by that amount. This is not true because that 
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figure includes costs associated with the operation of shared facilities and systems and company 
departments that would still be needed even if one (or many) trains were discontinued. These systems 
include maintenance shops, reservation systems, and other facilities and services that are vital to Amtrak 
operation — including, as examples, the finance department, office of the President, and much of the 
marketing budget. 

One obstacle to improvement of the Sunset Limited is the Union Pacific’s exorbitant $750 million demand 
for infrastructure improvements related to increasing service on the New Orleans-Los Angeles line from 
thrice weekly to once a day. 

III. Private Investment 


It has been suggested that private companies might run Amtrak routes. That is highly unlikely. After all, 
Amtrak was created because the private sector wanted to exit the business. Private investors need profits. 
Moreover, the host railroads generally oppose giving Amtrak-type access rights to other operators. This 
is partly rooted in bitter experience — the money owed to CSX Corporation’s predecessors when Auto- 
Train Corporation went bankrupt and ceased operations in 1981. There are also the economies of scale 
that come with operating a nationwide system. While this is sometimes portrayed as “overhead,” the 
systems noted in the previous paragraph would be needed for any carrier that went into the business. 

Unquestionably, there is a role for the private sector in developing high speed rail, particularly in station 
area development. However, it is important not to overstate the private role in developing infrastructure, 
and most experts agree there will be no such role if the government does not take the lead and the heaviest 
investment burden. Speaking at the 8 th World Congress on High Speed Rail in Philadelphia, Andrew 
McNaughton of UK’s HS2 noted that risks are better defined “in the middle of projects.” At the same 
conference, Martha Lawrence of the World Bank said, since the 2008 financial crisis, “private companies 
are refusing to take demand risk. If you insist on that, either you get no bids or exorbitant ones.” At this 
Committee’s January 27, 2011, roundtable in New York City, Kent Rowey of Freshfields Bruckhaus 
Derringer said public funding of the Taiwan bullet train was 95% while private participation was only 
5%, which the government either has repaid or will repay. 

IV. Food and Beverage Service 

At the Railroads Subcommittee’s June 9, 2005, hearing on Amtrak food and beverage service, Amtrak’s 
then-Senior Vice-President — Operations William L. Crosbie said in his prepared testimony, “Amtrak’s 
food and beverage service is a fundamental part of the service that we offer on board the majority of the 
trains that we operate on a daily basis. Its primary purpose is to enhance ticket sales and ridership, not 
serve as a profit center.” Put differently, if no food service is provided, many people would stop riding. 

Comparing Amtrak’s food service costs with land-based restaurants or fast-food chains is misleading 
partly because Amtrak costs include the full cost of maintaining and operating rolling stock totally 
dedicated to serving food, and a part of the costs of cars which are partly dedicated to food. An example 
of the latter would be a cafe car which has revenue seats in one end. 

Also, on-board employees must be knowledgeable about safety issues specific to train travel. Many such 
employees work long, challenging hours and are away from home days at a time. 
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Some have suggested that, since Amtrak has a “captive audience” for buying food, it should be easy to at 
least break even. It would be more accurate to say that the market for selling food is limited to those 
passengers who are on the train and who want to buy food on board. It has also been suggested that 
Amtrak is violating the law by not breaking even with food sales. In 1981 when Congress passed the 
break-even mandate, committee reports urged Amtrak to attribute up to 10% of ticket revenues to food 
service for purposes of determining compliance with that provision, on the ground that Amtrak would 
lose that amount of ticket revenue if food and beverage service were to cease, adversely impacting 
Amtrak’ s bottom line. 

In our view, it would be much better for Congress to ask management what steps could improve Amtrak’ s 
overall performance rather than to micromanage the company with restrictions such as those relating to 
food service and to what fares can be charged. 

V. Definition of subsidy 


One of the most frequently expressed frustrations of our members, and of some academics, is the 
propensity of critics to call federal grants to Amtrak “subsidies” — even those devoted to infrastructure — 
while calling grants to other modes “investments.” 

It has been suggested that the Amtrak subsidy represents a cost of nearly $50 per passenger, based on 
dividing Amtrak’ s FY 2011 federal grant ($1,486 billion including $20 million for the Amtrak Inspector 
General) by its 30.17 million intercity riders. However, to show this as a “per-Amtrak-passenger” 
subsidy is to ignore Amtrak’ s big role as host to commuter railroads where it owns infrastructure, 
including the Northeast Corridor and the Chicago terminal. Also, this exercise is a rear-view mirror 
analysis, leaving unanswered this question: “What would highways and airways look like if we attempt to 
handle future traffic growth only on those already-crowded forms of transport?” 

VI. Subsidies to Highway and Air Travel 

The mode-specific trust fund itself constitutes a huge “subsidy” because it directs investment into modes 
based on their current dominance rather than on their usefulness in solving problems our children and 
grandchildren will face. Those problems include environmental impact, energy consumption, quality of 
life and social equity issues. The growing senior population needs, and the younger generation prefers, 
alternatives to driving. 

Reliance on mode-specific trust funds means, for example, that someone flying in a short-distance market 
where rail would be the stronger alternative nonetheless is paying to enhance the air network. To put it 
another way, if I fly somewhere because that’s the only alternative, my ticket tax is automatically 
interpreted as a vote for more aviation investment. A consolidated, multimodal transportation trust fund 
such as some states have is worth considering. 

Discussion of Amtrak subsidies invariable is accompanied by understating or ignoring huge subsidies to 
other modes. In 2001, 41% of the $133 billion spent on highways came from payments other than the gas 
tax, tolls, and vehicle taxes and fees, as follows: 15.3% general fund appropriations; 9.5% bond issue 
proceeds; 5.8% investment income and other receipts; 5.6% other taxes and fees; 4.8% property taxes. 
While most of this is at the state and local levels, federal policy encourages this by offering states 
generous funding matches for highway investments but no match (until recently and then only 
temporarily) for intercity rail investments. 
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In 2003, citing a trend which has intensified in recent years, Martin Wachs wrote, "Revenues from fuel 
taxes have for three decades been rising more slowly than program costs as legislators become ever more 
reluctant to raise them to meet inflation. As a result, the burden of raising the funds for transportation 
programs is gradually being shifted to local governments and voter-approved initiatives that are, in most 
instances, not based on user fees” [ Improving Efficiency and Equity in Transportation Finance, by Martin 
Wachs in The Brookings Institution Series on Transportation Reform, April 2003], 

Since 2008, $53.5 billion in general funds have been transferred or approved for transfer to the Highway 
Trust Fund, including $18.8 billion authorized in the recently-enacted two-year MAP-21 law, but not 
including $2.4 billion that MAP-21 transfers from the LUST [Leaking Underground Storage Tank] 
account to the Trust Fund. 

See “Aviation Subsidies: Obvious and Otherwise,” on our web site. Our list goes well beyond the fact 
that FAA Operations are partly funded out of general funds, and the Essential Air Services subsidy 
program. [At www.narprail.org . click on “Resources” and then “Fact Sheets.”] 

Curbside bus operators enjoy another subsidy — shelter and rest rooms for their passengers that the carrier 
does not provide, and which Amtrak sometimes does. One of my Council members writes, “I find it very 
curious that in many of the communities receiving the new ‘cheap bus’ service, the buses will have their 
boarding/departure point somewhere with easy walking distance of the Amtrak station. Indeed in New 
York City, they are practically strangling the sidewalks to and from Penn Station. And yes, I have heard 
individual reports that when a passenger of this service needs to use the ‘facilities,’ they are directed to 
the Amtrak station by bus service personnel on duty.” 

Another form of “subsidy,” arguably, is inadequate safety regulation. The National Transportation Safety 
Board in October, 2011, released a report showing that the buses “which typically pick up passengers 
curbside rather than at a bus station, are seven times more likely to be involved in deadly crashes than 
traditional terminal bus lines like Greyhound and Peter Pan. In the report, the NTSB says that curbside 
carriers had the highest overall accident rate and death/injured passenger rate of the three categories - 
curbside, conventional and non-scheduled - in which buses are organized” (WJLA/ABC7, Feb. 15, 2012). 
An ABC7 reporter clocked one Megabus at 76 mph and another at 81 mph on 1-95 north of Baltimore, 
although Megabus issued a statement claiming it monitors bus speeds 24 hours a day and saw nothing 
above 68 mph on the day in question. 

The environmental, energy and social costs of highways and aviation are rarely cited but are important, as 
are the countervailing benefits of rail. 

The transportation future that we need is a balanced one that includes buses and planes but also includes a 
greatly expanded train network. 

Thank you for considering our views. 


National Association of Railroad Passengers www.narprail.org 
505 Capitol Court NE, Suite 505 
Washington, DC 20002-7706 
202-408-8362, FAX -8287 


- 7 - 



150 


C.V. of Ross B. Capon, President and CEO, National Association of Railroad Passengers 

Ross Capon joined the staff of the National Association of Railroad Passenger (NARP) in 1975, 
and became executive director in 1976. In 2008, his title was changed to president and CEO. 

Mr. Capon’s duties as President of the only national organization advocating for the users of 
passenger trains and rail transit include testifying before Congress and working with members of 
Congress to increase funding for passenger rail service; briefing the media on passenger rail 
issues; and coordinating among state and regional associations of railroad passengers on local 
issues that affect passenger rail. 

Under Mr. Capon’s leadership, NARP’s membership has grown to over 23,000, and the 
organization has achieved a level of recognition and credibility that results in frequent invitations 
to comment on railroad policy at Congressional hearings, administrative proceedings, and public 
conferences. Mr. Capon helped establish the Dr. Gary Burch Memorial Safety Award that the 
family of Dr. Gary Burch presents annually to a railroad employee judged to have done the most 
to improve the safety of railroad passengers. Capon also helped establish Amtrak’s Customer 
Advisory Committee. 

A recognized expert on passenger rail, Mr. Capon is a member of the Federal Railroad 
Administration’s Railroad Safety Advisory Committee, the Transportation Research Board’s 
Committee on Intercity Passenger Rail Systems, and the board of Travelers Aid International. 

His many speaking appearances have included such forums as Midwest Intercity Passenger Rail 
Commission; Business Case for Passenger Rail 2012 Symposium (Kansas City; Amtrak’s 
Customer Advisory Committee; Railway Supply Institute; American Association of State 
Highway & Transportation Officials’ Standing Committee on Rail Transportation; American 
Public Transportation Association Rail Transit Conferences; Society of Government Economists; 
and the Transportation Research Forum. He was a presenter at the 3rd World Congress on High 
Speed Rail in Berlin. 

Previously, Mr. Capon served as special assistant for Railroad Operations in the Executive 
Office of Transportation and Construction for the Commonwealth of Massachusetts where he 
helped save the commuter rail network of Eastern Massachusetts. He also worked in 
Philadelphia for the Religious Society of Friends. 

He received the Association’s George Falcon Golden Spike Award in 1985. In 2000, the 
Intermodal Passenger Institute honored Capon by presenting him its second annual Robert K. 
Pattison Partnership Award. In 2007, Railway Age Magazine awarded him the W. Graham 
Claytor, Jr. Award for Distinguished Service to Passenger Transportation. 

Mr. Capon received his B.A. from the University of Illinois (Champaign-Urbana) in 1969. A 
native of Newton, Massachusetts, he lives in Bethesda, Maryland, with his wife Louise and two 
sons. Another son lives in College Park and a married daughter lives in Arlington, Virginia. 
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Answers to Witness Questions for the Record given bv 
The Honorable Corrine Brown to Mr. Ross Capon, President & CEO, 
National Association of Railroad Passengers - Submitted Oct. 19 (answer to 

NEXT-TO-LAST QUESTION SUBMITTED OCT. 26) 

Full Committee Hearing On 
“A REVIEW OK AMTRAK OPERATIONS, PART III: 

EXAMINING 41 YEARS OF TAXPAYER SUBSIDIES” 

SEPTEMBER 20, 2012 


> Bus companies have been abandoning service to rural communities because they can 
make more money elsewhere. In places they have abandoned, passenger rail provides 
the only travel alternative. How will the people who live in rural communities have 
access to travel alternatives if we eliminate funding for Amtrak’s long distance trains as 
the American Bus Association advocates? 

The outcome would vary from place to place, but in general, these people simply will have 
access to fewer travel alternatives. In some cases, this would result in elimination of public 
transportation. People who cannot afford, or are physically unable, to drive will be stuck and 
they will either leave or be dependent on friends and family members who can drive to take them 
places. It is well established that depression and related social costs follow from the isolation 
and the inability to travel, whether in rural America or, for another example, senior citizens 
living in auto-dependent communities anywhere. 

> Chairman Mica claims that Megabus is an example of a private sector operation that 
makes a profit and pays taxes, unlike Amtrak. Is this a fair statement? What type of 
federal funding do private bus operators receive? 

iVlegabus's cost structure is low in part because so many of its “terminals” are public sidewalks, 
which has created planning problems in many of the cities served. A July 30 service advisory at 
megabus.com stated, “Please be advised that the Megabus stop for arrivals and departures in St. 
Louis will be located on the east side ot’18th Street, just south of Market Street and adjacent to 
Union Station until Sunday, August 5th, 2012. The stop will be located on the east side of 21st St 
between Market St and Eugenia St. as of August 6th, 2012.” 

Also, Megabus is an express service that connects large cities but bypasses smaller ones. 
Megabus makes no intermediate stops between St. Louis and Chicago, and only one (Columbia) 
between St. Louis and Kansas City. 


The Boston Express bus service that Mr. Pantuso's testimony cited as a model actually receives 
federal funds — both operating and capital. 

http://ww w.unionleader.com/article/20120823/NEWS02/708239935 Two new Boston Express 
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buses were acquired with Recovery Act funds, http://www.newsrealblog.com/20i 1/02/25/2- 
vears-of-wasted-tax-dollars-the- 1 0-dumbest-stimulus-proiects- 1 121 

Like Amtrak, many private bus operators in rural areas get federal operating funding. This is 
provided for buses under the Federal Transit Administration’s Section 531 1 program (Formula 
Grants for Other than Urbanized Areas). 

From my prepared testimony: “The National Transportation Safety Board in October, 2011, 
released a report showing that the buses which typically pick up passengers curbside rather than 
at a bus station, are seven times more likely to be involved in deadly crashes than traditional 
terminal bus lines like Greyhound and Peter Pan. In the report, the NTSB says that curbside 
carriers had the highest overall accident rate and death/injured passenger rate of the three 
categories - curbside, conventional and non-scheduled - in which buses are organized” 
(WJLA/ABC7, Feb. 15, 2012). An ABC7 reporter clocked one Megabus at 76 mph and another 
at 81 mph on 1-95 north of Baltimore, although Megabus issued a statement claiming it monitors 
bus speeds 24 hours a day and saw nothing above 68 mph on the day in question.” 

> Mr. O’Toole stated that the "real solution [to transportation financing] is to end 
subsidies to all modes of travel." What is your response to this? 

If he is suggesting the elimination of “taxpayer funding” of all modes of travel, implementation 
would require government to sell off all highways to private enterprise and let the public pay 
what the market charged. It also would require selling off airports and — as Mr. O’Toole and 
Rep. DeFazio discussed at the hearing — the air traffic control system. 

We suspect all of the above is a political non-starter. Mr. O’Toole’s suggestion is a common one 
among Amtrak opponents. Some of them may find it conceivable that Amtrak subsidies might 
be eliminated but not subsidies to the other modes. 

We take strong exception to the alternative interpretation: that the gasoline tax is a user fee and 
therefore spending gasolinc-lax dollars on highways is not a subsidy. As noted in my prepared 
testimony, “the mode-specific trust fund itself constitutes a huge ‘subsidy’ because it directs 
investment into modes based on their current dominance rather than on their usefulness in 
solving problems our children and grandchildren will face [such as] environmental impact, 
energy consumption, quality of life and social equity issues. The growing senior population 
needs, and the younger generation prefers, alternatives to driving.” 

To look at it another way, limiting the definition of subsidy to operating costs allows the 
highway lobby to exclude below-cost access to publicly funded infrastructure from subsidy 
calculations. 
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Regarding youth, “from 2001 to 2009, the number of ‘vehicle miles’ travelled by Americans 
aged 16 to 34 dropped 23%,. .A 201 1 survey from Zipcar, the car-sharing service, notes that 55% 
of millennials ( 1 8 to 34) are making an effort to drive less, partly because of concern over the 
environment, and partly because of the cost of owning a car [while] 68% of 1 8- to 34-year-olds 
said they sometimes use social media to connect with friends and family instead of going out to 
see them. [A] Michigan study found that having a higher proportion of Internet users is 
associated with lower licensing rates among young people” [Maclean’s, June 5, 2012]. 

As for aviation, fares are higher in Canada because Canadian airports — at least the top 25 in 
terms of volume — recover their full costs from users, and these costs are higher than in the U.S. 
because they include the cost of capital. U.S. airports can borrow using tax-free bonds; this 
represents a subsidy that increases with interest rates (which are not so high these days). 

> Mr. O’Toole also claims that the solution is privatization. What concerns do you have 
with this proposed "solution"? Other than the example of a single scenic train 
operating in Canada, do passenger trains run anywhere else in the world without a 
subsidy and make a profit? 

There are perhaps three railways in the world — all in Japan — that unambiguously make money 
without subsidy — JR East, JR Central and JR West. But even this claim must be tempered by 
noting that, due to the terms of the privatization, it is not completely clear whether the companies 
are paying fully for the value of the assets they received. As detailed in a 2006 GAO report, the 
privatization of these three companies followed more than 20 years of huge public investment to 
construct dedicated high speed lines, and required the government to assume most of the massive 
debt associated with that construction, [see http:/Avww.gao.aov/assets/260/253370.pdf . pp. 135- 
37.] 

Railroads worldwide can fall victim to superficial analysis because: 

• Costs usually are easily captured on the financial statements of one or a few 
organizations, whereas highway and aviation costs tend to be spread over many 
organizations and levels of government. 

• Benefits related to the environment, to energy efficiency, and to mobility for those who 
cannot or do not want to drive, are hard to quantify and often ignored — just like similar 
highway- and aviation-related costs . 

NARP welcomes private sector participation in the establishment and operation of passenger rail 
services. We have opposed privatization schemes whose creators have not acknowledged or 
addressed the enormous infrastructure disadvantage passenger rail is saddled with. For example, 
if any of these schemes had been presented as a transfer of passenger train equipment and 


-3- 



NATIONAL ASSOCIATION of 

RAILROAD PASSENGERS 



154 


operations to duly qualified private operators COUPLED WITH a massive infrastructure 
modernization and expansion program funded publicly, we might not have fought them. 

That said, the UK and Japan come up frequently in conjunction with talk of "successful private- 
sector rail operations". Lots of good information about passenger rail history in both places is 
available on line, so we likely do not need to repeat it, but we should point out the common 
thread between them - it only works when you have already invested heavily in the infrastructure 
using public funds, and developed successful operations that are frequent, fast and serve very 
dense markets - also with public funds in the initial years until revenue streams become 
established that investors can leverage. 

The Rocky Mountaineer (RM), a private, luxury train in Canada, the one referred to in your 
question, is akin to a cruise ship — without tourist class. It primarily provides an “experience” 
rather than “transportation.” Passengers are housed overnight in luxury hotels — not on the train. 
The company does not yet serve Seattle — RM’s web site shows one Seattle train in each 
direction next year (westbound from Calgary August 17, 2013; eastbound from Seattle August 
24). A one-way ticket costs $9,650 (“Goldleaf Deluxe Service”) or $8,558 (“Goldleaf Service”). 
Amtrak will operate the planned Vancouver-Seattle part of this run. 

> Mr. O’Toole commented on the Sunset Limited and how expensive it is to ride in 
comparison to other modes, including airlines. Do you agree with his calculations? If 
not, why not? 

He quoted a high fare for traveling from New Orleans to Los Angeles via Chicago, not on the 
Sunset Ltd., which only runs three days a week. If you query Amtrak's reservation system about 
New Orleans-Los Angeles travel on a day when the Sunset does not run, you get the higher fare. 
But the Sunset coach fares are reasonable. For example, a computer check on Wed. Sept. 1 9 
showed $195 for Saturday Sept 22 departure while Greyhound’s web site showed $239. 

Checking on the same day for travel on Saturday Oct. 27, the Amtrak fare dropped to $156 while 
Greyhound was still $239. 

No question that sleeping car fares are high, which is logical because the accommodations cost 
more to provide and the fare includes dining-car meals. We have highlighted the “multi-purpose 
nature” of long-distance trains as a strength. 

Equally important, as noted in my testimony, is that so many passengers do not ride endpoint to 
endpoint but board and/or detrain at intermediate stations, in many cases with limited or no other 
public transportation or only high air fares. 
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r Republicans have attempted numerous times in the past to eliminate or outsource 
Amtrak's long-distance routes. Can you talk about the importance of those routes? 

These trains serve: 

• Small markets with little or no alternative public transportation. By “little,” I mean small 
aircraft with very high fares, or bus routes that serve different destinations than the train. 

• People in all markets who do not want to — or should not — drive long distances, including 
the growing senior population. 

• People with temporary or permanent medical prohibitions against flying. As it happens, I 
had breakfast on October 18 on Amtrak’s Capitol Limited with a senior citizen who was 
forbidden to fly because of a blood clot in his lungs. He was on the return leg of a round- 
trip from rural Washington State to Pittsburgh, PA. 

• People with disabilities and those with medical equipment that is far easier to deal with 
on a train than on a plane or bus. 

• Tourists both foreign and domestic who find this a pleasant way to see the U.S. 

> One of the witness' testimony stated that "Amtrak plays an insignificant role in the 
nation's transportation system." Having carried nearly 30.2 million passengers and 
over 200 million other passengers on Amtrak commuter-operated trains and on 
Amtrak-maintained infrastructure just last year, what is your response to this? 

Public policy needs to look ahead, not always in the rear-view mirror. Ridership in Fiscal 2012 
just concluded was 31.24 million. This was the ninth ridership record during the last ten years. 
Growth is occurring in all three of Amtrak’s major sectors - Northeast Corridor (NEC; up 4.8% 
vs. 201 1), other short distance corridors (up 2.1%) and the long-distance train (up 4.7%; all long- 
distance routes grew; the sector posted its highest ridership in 19 years). 

Growth would be even higher if Amtrak had a larger fleet. Due in part to fleet constraints, 
revenues grew even faster than ridership — NEC 6.4%, Other short corridors 7.3%, Long-distance 
7.2%. For example, ridership continues to grow in the Northeast Corridor even though fares are 
well above what many people can afford. [In the NEC, the FY 201 1 yield — or average revenue 
per passenger-mile — was 54.5 cents including Acela at 76.6 cents.] 

Not surprisingly, the top complaint from the Northeast that my staff hears about Amtrak is high 
fares that force them to opt for the curbside buses. Arguably, the constraints imposed by the size 
of Amtrak’s fleet and the capacity of key stations and track segments makes the curbside buses 
vital in maximizing the ability of public transportation to meet demand in this corridor. 
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Nationwide, Amtrak is an important service that took millions of passengers out of their cars. At 
3 1 million riders a year and growing, Amtrak as an airline would rank 7 ,fl in enplanements based 
on calendar 201 1 data (below Continental and above JetBlue). 

I’ve noted earlier that it is misleading to quote a single average fare for Amtrak because the 
services are so diverse, with long-distance coach on the low end and Acela First Class on the 
high. By the same token, quoting a nationwide market share for Amtrak masks huge differences 
among: 

• the regrettably large number of markets that have no train service, 

• the many markets where Amtrak has one round-trip a day (or three a week), and 

• places like the NEC and California Corridors where Amtrak is a major player or 
becoming one. 

In smaller communities with limited alternatives, the absolute number of Amtrak riders can be 
small even though the market share and/or significance of the service to the community involved 
are/is great. 

> There seems to be this misconception that Amtrak has been given billions of dollars and 
that it's a waste of taxpayer dollars. Yet, according to DOT, over the last four years 
alone, taxpayers have spent more — $53.3 billion - on just highways and transit than 
they have spent in the entire 41 years Amtrak has existed. Please comment on this. 

There is a widespread misperception that “highway users fully pay for the highways with the 
gasoline tax.” This was demonstrably not true even before the explicit transfers from the general 
fund of recent years. According to an April, 2003, Brookings Institution report [Improving 
Efficiency and Equity in Transportation Finance , by Martin Wachs], 41% of the $133 billion 
spent on highways in 2001 came from payments other than the gas tax, tolls, and vehicle taxes 
and fees. These other revenues were: 15.3% general fluid appropriations; 9.5% bond issue 
proceeds; 5.8% investment income and other receipts; 5.6% other taxes and fees; 4.8% property 
taxes. While most of this was at the state and local levels, federal policy encourages this by 
offering states generous funding matches for highway investments but no match for intercity rail 
investments. 

The trend has been away from user fees. Wachs noted, “Revenues from fuel taxes have for three 
decades been rising more slowly than program costs as legislators become ever more reluctant to 
raise them to meet inflation. As a result, the burden of raising the funds for transportation 
programs is gradually being shifted to local governments and voter-approved initiatives that are, 
in most instances, not based on user fees.” 
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The entire discussion ignores highway externality costs such as those related to the environment, 
quality of life, and energy consumption. See, three pages earlier, the paragraph that begins, 
“Railroads worldwide can fall victim to superficial analysis...” in my answer about privatization. 

In our view, Amtrak capital investments are not “wasted.” They help improve the efficiency of 
Amtrak’s operations. In Fiscal 1980, Amtrak’s operating grant was $630.4 million, which is just 
over $1 .5 billion in current dollars (using the GDP implicit deflator, that is, multiplying by 2.4). 
The operating grant in Fiscal 2012 was $466 million, or 69% lower in constant dollars than the 
1 980 level. During the same period, passenger-miles rose from 4.6 billion to 6.8 billion. 

> How does financing for passenger rail in other countries, and their operating losses, 
compare with Amtrak? 

There are private contract or concessioned/franchised passenger operators in a number of 
countries including — but not limited to — the U.S., Argentina, Brazil, Mexico, U.K., Germany 
and Sweden. Most are "negative concessions/franchises" in which the operator bids for 
minimum support from the state. In addition, most European Union operators pay access 
charges far less than full cost — in Sweden less than marginal cost — so the actual degree of public 
support is greater than it appears. None of these could be truly privatized in the sense that they 
could be sold and would then operate at a financial profit without support. 

Moreover, among the countries listed above, privately franchised operations are mostly 
commuter or other local services, not intercity trains, John Broadley’s prepared testimony for 
this committee’s March, 11, 201 1, hearing stated that DB (the German railway company) “faces 
almost no competition and has over 99% of the domestic long distance market.” 

Comparisons are very difficult, as service patterns, geography, demographics, etc. differ greatly 
from place to place. 

Thank you for the opportunity to submit these comments. 
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